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BEFORE THE
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CONSOL| DATED

HAM LTON COUNTY TELEPHONE CO- OP ) DOCKET NOS.

) 05- 0644
Petition of Ham |Iton County Tel ephone )t hrough
Co-Op for Arbitration under the ) 05- 0649,
Tel ecommuni cations Act to Establish ) 05- 0657
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Terms and Conditions for Reciprocal
Conpensation with Verizon Wreless
and its Constituent Compani es.

LAHARPE TELEPHONE COMPANY, | NC.

Petition of LaHarpe Tel ephone Conpany,
Inc., for Arbitration under the

Tel ecommuni cations Act to Establish
Terms and Conditions for Reciprocal
Conpensation with Verizon Wreless
and its Constituent Companies.

Mc DONOUGH TELEPHONE COOPERATI VE, 1 NC.

Petition of McDonough Tel ephone
Cooperative, Inc., for Arbitration under
the Tel ecommuni cations Act to Establish
Terms and Conditions for Reciprocal
Conpensation with Verizon Wreless

and its Constituent Compani es.

M D- CENTURY TELEPHONE COOPERATI VE, | NC.

Petition of M d-Century Tel ephone
Cooperative, Inc., for Arbitration under
the Tel ecommuni cati ons Act to Establish
Terms and Conditions for Reciprocal
Compensation with Verizon Wreless

and its Constituent Conpani es.
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BEFORE THE

I LLI NOI S COMMERCE COMM SSI ON

METAMORA TELEPHONE COMPANY

Petition of Metanora Tel ephone Conpany

for

Arbitration under the

Tel ecommuni cations Act to Establish
Terms and Conditions for Reciprocal
Conpensation with Verizon Wreless

and

its Constituent Compani es.

THE MARSEI LLES TELEPHONE COMPANY

Petition of The Marseilles Tel ephone

Company for Arbitration under the

Tel econmmuni cations Act to Establish
Terms and Conditions for Reciprocal
Conpensation with Verizon Wreless

and

its Constituent Conpani es.

GRAFTON TELEPHONE COMPANY

Petition of

for

Arbitration under the

Tel ecommuni cations Act to Establish
Terms and Conditions for Reciprocal
Conpensation with Verizon Wreless

and

its Constituent Conpani es.

Springfield,
December 13,

Grafton Tel ephone Conpany
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Illinois
2005

Met, pursuant to notice, at 9:00 A M

BEFORE:

MR. STEPHEN YODER, Adm nistrative Law Judge

SULLI VAN REPORTI NG COMPANY, by
Carla J. Boehl, Reporter

Ln.

#084-002710
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APPEARANCES:

JOSEPH D. MURPHY, ESQ.
MEYER CAPEL, P.C.
306 West Church Street

Chanpaign, Illinois 61826-6750
Ph. # (217) 352-1800
e-mail: jmurphy@reyercapel.com

(Appearing on behalf of Petitioners
Ham | t on County Tel ephone Co-Op, LaHar pe
Tel ephone Conpany, Inc., McDonough

Tel ephone Cooperative, Inc., and

M d- Century Tel ephone Cooperative, Inc.)

TROY A. FODOR, ESQ.

Law Office of Troy A. Fodor, P.C.
913 South Sixth Street
Springfield, Illinois 62703

Ph. # (217) 753-3925

(Appearing on behalf of Petitioners
Met anora Tel ephone Conpany, The Marseill es
Tel ephone Conpany and Grafton Tel ephone

Company)

PHI LI P R. SCHENKENBERG, ESQ.

BRI GGS and MORGAN

2200 I DS Center

M nneapolis, M nnesota 55402

Ph. # (612) 977-8400

emai |l : pschenkenberg@riggs.com

(Appearing on behalf of Verizon Wreless
and its Constituent Compani es)
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M CHAEL J. LANNON, ESQ.
BRANDI BROWN, ESQ.

M CHAEL R. BOROVI K, ESQ.
Of fice of General Counsel
160 North LaSalle Street,
Chicago, Illinois 60601
Ph. # (312) 814-4368

(Appearing on behalf
11

of

(Conti nued)

Suite C-800

Staff of the

i nois Commerce Comm ssion)
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I NDE X

W TNESSES
JASON P. HENDRI CKS
By M. Murphy
By M. Fodor
By M. Schenkenberg
By Ms. Brown

By Juage Yoder

(Voir Dire)
By M. Schenkenberg
By M. Murphy

JOHN L. CLAMPITT
By M. Schenkenberg
By M. Murphy
By M. Lannon

DON J. WOOD
By M. Schenkenberg
By M. Murphy
By M. Fodor
By M. Lannon
By Judge Yoder

(Voir Dire)
By M. Murphy

GENI O STARANCZAK, PhD
By M. Lannon
By M. Murphy
By M. Schenkenberg

ROBERT F. KOCH
By M. Borovik
By M. Murphy
By M. Schenkenberg

DI RECT CROSS

26

REDI RECT RECROSS

31
36

44

122

139

100

218

57
103
106

38

127
137

159
167
177
198

150

204
210

225
229

113/119
108

137

190
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I NDE X

EXHI BI TS

Petitioners 1
(Schedul es JPH-1 through JPH-8)

Petitioners 2
(Schedul es JPH-9 through JPH-23
(Schedul e JPH-24)

Verizon Wreless 1

Verizon Wrel ess 2
(Schedules DIJW 1 through DIW9)

Verizon Wreless 3
(Schedul es DIW 10, DIW 11 Anended,
DIW 12, DJW 13)

Verizon Wreless 4
(Schedules JC-2, JC-3, JC-4)

Verizon Wreless 5
Verizon Wreless 6
Staff 1.0

Staff 2.0
(Schedul e 1)

MARKED ADM TTED

Sul l'i van Reporting Conpany
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e- Docket 33
e- Docket 56
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e- Docket 124
e- Docket 141
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e- Docket 126
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e- Docket 204
e- Docket 223
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PROCEEDI NGS

JUDGE YODER: By the authority vested in me by
the Illinois Commerce Comm ssion, | now call Dockets
05- 0644 through and i ncluding 05-0649 and 05-0657.
These are captioned Petition of Ham | ton County
Tel ephone Co-op, et al., for arbitration under the
Tel ecommuni cati ons Act to establish terms and
conditions for reciprocal conpensation with Verizon
W rel ess conmpani es.

Can | have the appearances for the record,
pl ease?

MR. MURPHY: On behalf of Petitioners Ham | ton
County, LaHarpe, MDonough and M d-Century, Joseph
D. Murphy, 306 West Church Street, Chanpaign,
I11inois 61820.

MR. FODOR: On behalf of Petitioners Grafton
Tel ephone Company, The Marseill es Tel ephone Conpany,
and Metanmora Tel ephone Conpany, ny name is Troy A
Fodor . My busi ness address is 913 South Sixth
Street, Springfield, Illinois. The zipcode is
62703. And | am an attorney licensed to practice

law in the state of Illinois.

Sul l'i van Reporting Conpany
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MR. SCHENKENBERG: On behal f of Verizon
Wreless and its constituent conpani es which were
identified in the petitions in this case, ny name is
Philip Schenkenberg fromthe law firmof Briggs and
Mor gan, 2200 I DS Center, M nneapolis, M nnesota
55402.

MR. LANNON: And on behalf of the Staff of the
[1'linois Commerce Comm ssion, M chael Lannon,

L- A-N-N-O-N, Brandi Brown and M chael Borovik,
that's B-O-R-O-V-1-K, 160 North LaSalle Street,
Suite C-800, Chicago, Illinois 60601.

JUDGE YODER: Let the record reflect there
appear to be no other parties wishing to enter their
appearance in this docket.

M. Schenkenberg, nmy menmory is deficient as
to whether we addressed the issue of you being
all owed to practice at a previous hearing. Has that
been addressed?

MR. SCHENKENBERG:. Yes, Your Honor did approve
t he moti on.

JUDGE YODER: All right. Are we ready to

proceed then on the consolidated petitions?

Sul l'i van Reporting Conpany
Two North LaSalle Street Chi cago, Illinois 60602
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MR. MURPHY: | believe we are.

JUDGE YODER: M. Murphy or M. Fodor, it
appears you are Petitioners.

MR. MURPHY: Yes. As we understand it, just to
set it up here, it is our expectation that we will
put on our single witness first who is Jason P.
Hendricks and then the Verizon Wreless will put on
its two witnesses and then Staff will put on its
wi t nesses.

Jason, do you want to take a seat right
there? There are -- just to tell you what | am
going to go through, there are two pieces of
testinony that verified statements have been fil ed
on the e-Docket. As verified statements | am not
sure they need to be admtted but as | know there is
an issue at |east on the second one, | would propose
to set these up like | would regular testimny and
ask himif he would give these answers. | know he
has some corrections to make and he can point those
out .

JUDGE YODER: Oh, | wunderstand. WIIl you

pl ease raise your right hand?

Sul l'i van Reporting Conpany
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(Whereupon the Wtness was duly sworn
by Judge Yoder.)
JASON P. HENDRI CKS
called as a Wtness on behalf of Petitioners, having
been first duly sworn, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON

BY MR. MURPHY:

Q Coul d you state your name and spell it for
the record, please.

A.  Jason P. Hendricks, that's J-A-S-ON, P,
H- E-N-D- R-1-C K-S.

Q And by whom are you enpl oyed?

A GVNW Consul ti ng.

Q \What is your capacity in these dockets?

A | am a consultant for the Petitioners.

Q You have in front of you what has been
mar ked when it was filed on the e-Docket as
Petitioners Exhibit Number 1 which consists of 39
pages of questions and answers on lines 1 through
878 and a series of schedul es nunbered 1 through 9

whi ch are volum nous. Can you identify this

Sul l'i van Reporting Conpany
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docunment ?

A. Yes. It is my verified statenment.

Q And if I were to ask you the questions
posed in this document, would these be your answers?

A. Yes.

Q Do you have any corrections to the document
as it sits in front of you?

A. No.

Q And are the exhibits that are attached to
this that were filed with the e-Docket as 1 through
9 in fact the exhibits that you would have attached
to this if asked these questions?

A Yes.

MR. MURPHY: Do you have any other foundati onal
guestions?

MR. FODOR: No.

MR. MURPHY: Wth that | would nmove for the
adm ssion of Petitioners Exhibit Number 1.

MR. SCHENKENBERG: | am sorry, may | just ask a
question? 1Is it 1 through 8 or 1 through 9 that is
attached to the Petitioner testinony?

MR. HENDRI CKS: It is actually 1 through 8.

Sul l'i van Reporting Conpany
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MR. SCHENKENBERG: | think you said 1 through

MR. MURPHY: MW m stake, it is 1 through 8.
MR. SCHENKENBERG: No obj ection.
JUDGE YODER: Off the record for a second
(Wher eupon there was
t hen had an
off-the-record
di scussion.)

JUDGE YODER: All right. W can go back on the

record then. W thout objection Petitioners Exhibit

Number 1, the verified statement of Jason P.

Hendri cks and Schedul es JPH-1 through 8 will be

admtted into evidence in this docket.

at

(Wher eupon Petitioners
Exhibit 1 with
Schedul es JPH-1 t hrough
JPH-8 was admtted into
evi dence.)
BY MR. MURPHY:
Q M. Hendricks, | will now ask you to | ook

t he document that has been placed in front of you

Sul l'i van Reporting Conpany
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that is marked Petitioners Exhibit Number 2. Can
you identify that docunent, please?

A. Yes, it is my supplemental verified
st atement.

Q And does it have attachments JPH-9 through
JPH-23 attached?

A. Yes.

Q And is the testinony itself, does it
consi st of 42 pages of questions and answers endi ng
on line 924?

A. Yes.

Q And if I were to ask you these questions
t oday, would you give me these same answers?

A Yes, | woul d.

Q Let me direct your attention particularly

to page 25, lines 538 through 557. You reference
there a conversation with Jim Trier of Nortel. Do
you see what | am tal king about?

A Yes.

Q And you nention there that there was --
that there was a statement that you expect to file

wi th your supplemental verified statement, is that

Sul l'i van Reporting Conpany
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correct?
A. Yes.
Q | am presenting to you and would ask to be

mar ked as Schedule JPH- 24 for identification a
| etter dated Decenmber 12 to Jason Hendricks from
David Jarzemsky. Is that the statenment that you
referenced in your testinmny?

A. Yes, it is.

MR. MURPHY: Do you have any other foundati onal
questi ons?

MR. FODOR: Yes.

MR. MURPHY: Let me ask one other question
bef ore you get to that.

Q First of all, are there any corrections to
your supplemental verified statement?

A.  Yes, there are.

Q Would you please identify them by page and

i ne nunmber ?

A. On page 22, line 473, after the word "size"
and before the semcolon, | would Iike to insert the
words "for Illinois rural carriers.”™ So that if you

read the subpart of that sentence, it starts with

Sul l'i van Reporting Conpany
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t he nunber one, that entire part of it would say,
"I't was derived froma | arger sanple size for
[llinois rural carriers.™

Q Are there any other corrections?

A. Yes, there are. On page 24, |line 528, the
word "arbitration" should be "arbitrage."

Q Are there any other corrections?

A. Yes, just one nore. Page 33, line 724, the
part of the sentence that is after the nunmber one, |
would Iike to replace the word "of" with the word
"for," F-OR.

MR. MURPHY: And with that, because
M. Hendricks is presenting testimny on behal f of
both sets of Petitioners, | would like to turn it
over to M. Fodor for some additional direct.

MR. FODOR: | just think we need to point
out -- let me ask you the question.

DI RECT EXAM NATI ON

BY MR. FODOR:

Q Are any of the schedules to your testinony
proprietary?

A. Yes.

Sul l'i van Reporting Conpany
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Q Can you identify which schedul es have
proprietary and public versions? Wuld it be
hel pful if | just ask you?
A. Yes, please.
Q I's Schedul e JPH-20 proprietary?
A Yes.
Q And to your know edge was a bl ank cover
sheet submtted for the public document to stand in
pl ace of this schedul e?
A Yes.
Q I's Schedul e JPH-21 proprietary?
A. Yes.
Q And to your know edge was there a bl ank

cover page that was submtted for the public record

for that itenf

A. Yes.

Q I's Schedul e JPH-23 proprietary?

A. Yes.

Q And to your know edge was there a bl ank

cover sheet submtted for the record to stand in
pl ace of this document in the public record?

A. Yes, there was.

Sul l'i van Reporting Conpany
Two North LaSalle Street Chi cago, Illinois 60602
(312) 782-4705



10

11

12

13

14

15

16

17

18

19

20

21

22

38

Q I's there any other proprietary material in
your rebuttal statement or supplemental statenment,
what ever it is called?

A. In my supplenmental verified statement, no,
there is not.

MR. FODOR: That's all | have, Your Honor.

MR. MURPHY: Wth that we would move the
adm ssion of Petitioners Exhibit 2.

JUDGE YODER: W th the accompanying schedul es?

MR. MURPHY: Wth the acconpanyi ng schedul es
i ncl udi ng JPH- 24.

MR. SCHENKENBERG: Your Honor, as we discussed
off the record, Verizon Wreless does object to
portions of this testinmny and schedul es. Bef ore |
make t hat objection and move to strike, may | voir
dire the witness for purposes of making this
obj ection?

JUDGE YODER: Yes.

VOl R DI RE
BY MR. SCHENKENBERG:
Q M. Hendricks, can you turn to page 25 and

line 538 of your reply testinony, supplemental

Sul l'i van Reporting Conpany
Two North LaSalle Street Chi cago, Illinois 60602
(312) 782-4705



10

11

12

13

14

15

16

17

18

19

20

21

22

veri

had

sone

Dece

pri o

M .

in t

diff
or c

one?

t hat

fied statement?

A. Okay.

39

Q When did this conversation occur that you

with M. Trier?

A. | don't recall the exact date, but it was

time after the Thanksgiving break.

Q Was it in Decenber or in November?

A It will be either |ate Novenber or early

mber .

Q Had you spoken to anybody el se at Nortel

r to that tinme?

A Not at Nortel directly.

Q And at the time that you spoke with

Trier you were provided the substance of what's

his testimny?

A.  Are you referencing Schedul e JPH-247?

Q Let me ask the question a little bit

erently. Did you have a subsequent conversation
onversations with Mr. Trier after that first

A. Yeah, | had a nunmber of conversations after
poi nt.
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Q Can you turn to Schedule 17, JPH-17?

A. Okay.

Q At what point did you make the deci sion
t hat you woul d support your testinmony in this case
with 2004 central office investment nunmbers from
t hese petitioners?

A | don't recall the exact date. That was
relatively early in the proceeding that |
antici pated doing that.

Q And is the same true for the expense, the
expense factors, that are on JPH-18 and 197

A.  Again, | don't recall exactly when | made
t hat deci sion. Throughout the process | was
determ ni ng what we did have and didn't have. The
final decision wasn't made, you know, until right
before the verified statement. But the thoughts of
doing so were in my mnd.

Q And did you begin collecting that
information in November, for exanple?

A Well, | don't recall exactly.

MR. SCHENKENBERG:. Thank you, Your Honor. I

will proceed with our objection and notion. Verizon
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Wreless noves to strike several portions of this
testinony. The first would be at page 15, line
538-557 and the acconpanying letter from

M. Jarzemsky which -- and | am sorry, that was
mar ked as JPH- 24.

A key part of this case, Your Honor, has
been the extent to which switching investment costs
are attributed to usage versus non-traffic
sensitive, and this was an issue that | raised with
M. Hendricks on Septenber 30, prior to the
arbitration being filed, as an issue that we thought
was sonmet hing that was an inportant consideration in
this case. They filed this case relying on default
I nputs. We asked the Petitioners for the evidence
that they were relying on to support their position
on these inputs. They cannot provide anything to
support this.

We had a provision for reply testimony to
reply to Staff which was two days before the
heari ng. And what we have here is suppl enmental
direct testimony. That should have been part of

their initial case if we want a conplete part of
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this case. That they didn't tell us before filing
this testinmny on Friday afternoon. They didn't
suppl ement di scovery as dispositive and we haven't
had a chance to investigate this.

This is hearsay. It is hearsay in the
testinmony. The letter relies on docunents that we
haven't been provided, documentation, technical
documentation, pricing levels that we don't have
access to, and we haven't had an opportunity to
prepare our case and respond to it this late in the
process of a case that has a short time frame. And
this is something that should have been part of the
initial case, at the very | east supplemented 30 days
ago or 40 days ago.

The second category that Verizon Wreless
objects to are the 2004 actual cost data that are
found within page 5, lines 99 through 102, page 12,
| ines 251 through 271, and Schedule 17 which are
2004 cost data for these Petitioners related to
switching investnment. Again, this is supplenmental
direct testimony. This is information that we have

never been told the Petitioners relied on to support
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They rely in their direct

case on the

testi mony presented in the universal service case

M. Schoonmaker's testimony, and apparently at

point, as M. Hendricks said, earlier

Some

43

in the process

they were going to pull company-specific information

and rely on that response. They di

dn't provide that

information to us that they were going to rely on

that in discovery and again didn't

give us a chance

to dig into these nunbers and figure out how we

could respond to them

Page 17, line 373, through page 18, line

396, and Schedule 19 relates to network operation

expense and it's the same issue as

t he 2004

switching investment data -- did | get that wrong?

MR. MURPHY: | am sorry. This was the first
have heard of these. What |ines are you talKking
about ?

MR. SCHENKENBERG: Page 17, 373, page 18, 396

is M. Hendricks' testimny which refers to Schedul e

-- | guess that's wrong. 373, that's Schedule 19,

that's correct, so that testimny and Schedul e
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JPH-19 which relate to 2004 network operational
expenses for these individual Petitioners. Page 21,
| ine 454, to page 22, line 467, of Schedule 18
relates to expense factor and again the same issues,
t he conpany-specific data that is being relied on
now t hat we hadn't had notice of that that was
relied on by Mr. Hendricks to support the inputs
dat a.

We ask Your Honor to strike those |ines of
testinony and the associ ated exhibits fromthe
verified supplemental, or I amsorry, the
suppl emental verified statement in this matter.

JUDGE YODER: M. Murphy or M. Fodor?

MR. MURPHY:  Your Honor, may | conduct a short
amount of redirect voir dire of the witness?

JUDGE YODER: Sure.

VOl R DI RE

BY MR. MURPHY:

Q M. Hendricks, | would ask you to | ook at
JPH-24, the letter from Nortel.

JUDGE YODER: Do you have a copy of that you

are submtting for the record?
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MR. MURPHY: Yes, the witness took the one |

was handi ng you. Does anybody have --
MR. HENDRI CKS: Here, | have one.
MR. MURPHY:

Q And I would note for the record and I
negl ected to say this on the record before, | am
expecting to receive a declaration that will state
this under penalty of perjury fromthe Nortel
signatory to this letter.

In any event, M. Hendricks, what was your
purpose for seeking out this information from
Nortel ?

A.  The purpose of this was to respond to the
arguments made by Verizon Wreless and Staff that we
hadn't supported the .7 default input value. W put
on the case using the default input value and the
support contained in my schedules on the input
portfolio from the HAI nodel. And Verizon Wreless
and Staff stated that they didn't think that that
was good enough. And so | sought this from Nortel
as a response.

Q Was attaining this information from Nort el
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your first plan for responding to the questions
rai sed by Verizon Wreless and Staff?

A. No, it wasn't.

Q Can you describe briefly what your first
pl an was?

A. My first plan was to use the switch
contracts that they received from Nortel and one
company actually has seen this as a switch vendor
usi ng those contracts and obtain | anguage from them
to support the contract fee of switch is applied on
a usage sensitive basis. Unfortunately, those
contracts don't contain explicit |anguage within the
gquote itself describing whether or not the switch is
usage sensitive or not. So it did not corroborate
or lead us to think that that input wasn't
appropriate or was not appropriate.

The second criteria was to use an RFP that
our Oregon office did relatively recently on switch
vendors and that was the evidence that was relied on
by M. Schoonmaker in M ssouri, a case | reference
in my verified statement. In that case they relied

on this RFP that was performed and that essentially
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showed that the switches are usage sensitive. But,
unfortunately, with that piece of evidence it has
proprietary information for conpanies that aren't
part of this case. And if we were to have filed
that, that would have required redacting a | ot of
information that | thought m ght |lead to questions
of how valid it really was, even though I think that
It is valid.

So generally it has been my opinion all
along the switch is all usage sensitive. That's
been the history throughout this industry for a
number of years, and | have been trying to get
evi dence to support it. And finally it occurred to
me why not just call Nortel and talk to them and
that's when | called themand | talked with
M. Trier and | asked if he would be willing to
support sonmething through a letter. And it is ny
under standing that this is an official Nortel
statement based on that question.

Q And did M. Trier volunteer to give you
this letter with or without reference to any rules

in the conpany?
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A | am sorry, | don't understand.
Q Okay. Is this M. Trier's unilateral work?
A No, it is not.

Q And did he to the best of your know edge
seek or require to get Nortel Conpany approval to
have someone send this letter?

A. Yes, he did. The person who actually wrote
the letter, the way that | understand the process is
that something like this would not come out from
Nortel on an informal type basis. And the person
who did this has an official capacity to issue these
ki nds of statements, and he had this approved by the
attorney and that's actually what caused the del ay
In getting this filed. There was some back and
forth making sure that the attorney was confortable
with the filing and the letter. And that actually
didn't occur until Monday because the attorney was
out of the office on Friday.

Q Wuld it be fair to say that in your own
estimation you have diligently sought information to
corroborate your position since the beginning of

this docket ?
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A. Yes.

MR. MURPHY: | don't have any further redirect
voir dire. Do you have anything further before we
go on with the argunment?

MR. FODOR: No.

MR. MURPHY: There are three different areas
t hat have been raised for the notion to strike and |
want to deal with the third one first because it has
one separate component

The | ast two or three pieces of testinmony
that M. Schenkenberg cited and that would be -- and
| am goi ng backwards through nmy testinmny -- page
21, lines 454 through 467, page 17, line 373 through
page 18, line 396, | am sorry, just those two, this
norning is the first time | have heard from
M. Schenkenberg that he had any intention or plan
to move to strike those. And therefore my first
argument is that he has had this testimny since
Friday. W have had several conversations and he
has not brought it up before. So it is a bit of a
surprise and | think an inappropriate surprise given

the other work that's being done.
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Under all circumstances we are on a
conpressed tinmeline and we are all trying to work
within that conmpressed timeline. The timeline
called for by the rules and was agreed to by the
parties and set by Your Honor called for verified
statements fromthe Petitioners on September 20 and
ultimately, according to the schedul e agreed to,
called for supplenmental verified statements to be
filed last Friday. W have followed that record or
we have foll owed that schedul e.

M. Hendricks put out the substance of his
opi nions on October 20. The parties have had a
chance to do discovery. The parties have done
actually discovery in excess of what the rules
all ow, voluntarily, and M. Hendricks did his |evel
best to respond to the statement that was fil ed
first by the witnesses from Verizon Wreless and
then to the statenments filed by Staff. That's what
responsive testinony does.

| ssues were raised about elements of his
testi nony and he went back into the record that was

available to him both through discovery that had
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been turned over to Verizon Wreless in regard to

t he annual reports and the updated numbers, Verizon
Wreless and to Staff, and to every avail able
resource he had when he wanted to corroborate his
belief that switches are priced on a usage sensitive
basi s.

In addition to that, with regard
specifically to the letter from Nortel and the
statements that he attributes to M. Trier, | would
al so point out that this is exactly the sort of
testinony that an expert would normally rely on.
And in fact on review of M. Wod's own verified
statement you find that he has, and relies on the
fact, that he has seen switch contracts from Tier 1
conpanies -- and by Tier 1, I mean RBOCs, SBC,
Verizon conpanies that are far |arger than the
conpani es at issue here -- and drawi ng concl usi ons
on the basis of the contracts as to how they were
priced, and that is the basis for his testinmony.

M. Hendricks has done exactly the sane
t hing, only he has actually gone farther. He has

not only | ooked at the contract, he has consulted
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with the switch vendor. And you will see in his
testinony at page 20 -- | need some help, where you
explain how experts -- yes, | am sorry, page 25,

footnote 6, that this is exactly the sort of
testinony that experts rely on in interviews with
the switch vendor as to how switches are priced.

And for that reason | believe that while we
are on a conmpressed schedule and we are all doing
this on the run, we are doing it as tinely as
possi bl e. It was done as tinmely as possible, and |
beli eve that the conversation that was recited with
M. Trier and the letter that corroborates that and
will be supported by a declaration is adm ssible
evidence, is the sort of thing that an expert would
rely on to determ ne how switches are priced.

| guess | would also cite to the rule of
evidence that this Conmm ssion uses, 200.6107(c)
where it points out that evidence not adm ssible
under the rules of evidence applicable in civil
courts may be admtted if it is of a type comonly
relied upon by persons in the conduct of their

affairs. | believe that footnote 6 in
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exactly that kind of evidence. | am done.

JUDGE YODER: Anything, M. Fodor?

MR. FODOR: | think | probably should add -- |
apol ogize, | didn't keep up very well, some of the
ot her objections that Mr. Schifman made that | don't
think we --

JUDGE YODER: This is M. Schenkenberg.

Schi f man was Sprint.

MR. SCHENKENBERG: | have been call ed worse.
MR. FODOR: Sorry. | was with hima half hour
ago. | apol ogi ze.

| believe that there were some portions of
the testimony that he sought to strike that were
based on sonme 2004 data. | didn't hear counsel say
that the stuff was not provided in discovery. MWhat
| think | heard him say is that when he was
negotiating with our witness, he identified this
i ssue. | take issue with that because if
M. Schenkenberg is going to testify to Your Honor,
he needs to relinquish his role as counsel and he

needs to take an oath, just Iike M. Hendricks did.
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As M. Murphy stated, the testinony that

M. Hendricks is sponsoring is responsive. It is
responsive with current data. The data was provided
in response to discovery requests.
M. Schenkenberg's clients have had it for as much
time as humanly possible, and |I believe that all of
his motions and objections should be denied. Thank
you.

JUDGE YODER: Anything else, M. Schenkenberg?

MR. SCHENKENBERG: Yes, Your Honor. It is true
that the expense factor testimony, | had not
Identified that before this morning, given when we
got this and travel, | didn't have time to make a
timely objection under the rules. The 2004 switch

data is information | did raise with counse

yesterday and what | said was | don't know whet her
or not I need to object to this because I can't talk
to my witness until he gets in town. So | at | east

identified that piece yesterday.
Responding to M. Fodor, it is fairly
conmmon for attorneys to put in declarations on

moti ons, discovery motions. | think if M. Murphy
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can say | haven't heard about this before today, |
can say | raised this with the Petitioners well
before this was filed just to point out that this
was an issue that they knew we were going to
litigate and that if they wanted to nmake this
argunment in the direct case, they should have done
so.

The last thing | will say is the
information -- | believe what M. Hendricks'
testinony says is the information that's within this
2004 data was provided to Verizon Wreless in
di scovery. | think what that means is all of these
numbers can be found in the annual reports that were
produced in discovery that are many, many, many
pages |long. They weren't provided in this form and
they weren't identified as numbers that the
Petitioners were going to be relying on to support
this. So I just wanted to clarify that part.

JUDGE YODER: Okay. Well, I amgoing to allow
Petitioners 2, supplemental verified statenment as
corrected along with the Schedules JPH-9 through 23

into evidence over objection, the objection of the
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parts that M. Schenkenberg requested be stricken.
I will allow JPH-24 into evidence subject to the
verification being provided hopefully |ater today.

MR. MURPHY: Thank you, Your Honor.

(Wher eupon Petitioners
Exhibit 2 with
Schedul es JPH-9 t hrough
JPH-23 was adm tted
into evidence.)

MR. SCHENKENBERG: Your Honor, may we elicit
some brief oral testimony responding to the JPH-24
document from M. Wod, when we put himon the
stand?

JUDGE YODER: Yeah, | don't have any problem
with that, considering this was just filed today.
Yes.

You tender M. Hendricks?

MR. MURPHY: | am tendering M. Hendricks for

cross exam nati on.
Off the record.
(Wher eupon there was

t hen had an
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off-the-record
di scussion.)

JUDGE YODER: | guess we are back on the
record.

CROSS EXAM NATI ON

BY MR. SCHENKENBERG:

Q Good morning, M. Hendricks.

A. Good nmor ni ng.

Q M. Hendricks, you have given testinmny
about reciprocal conpensation rates in this case.
Do you agree that what the Comm ssion is |ooking to
price in this case are the functions of transport
and term nation?

A.  Yes, with the caveat that we have an
additional element in HAI that we have included as
part of that transport term nation.

Q And that is SS7?

A. Yes.
Q | 77
A. Yeah.

Q And you agree with M. Clanpitt's testinony

t hat when Verizon Wreless delivers a call to be
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term nated on one of the Petitioner's networks, that
that will require the Petitioner to pick up that
call at the neet point with the tandem provider,
deliver it to a host or a renmote, if necessary, and
then term nate that call to the end user?

A. Yes.

Q And do you agree that even though the | oop
Is used in that process, that |oop costs are not
recoverable in reciprocal conmpensation rates?

A. | agree with that.

Q Do you agree that the Conmm ssion is
obligated to set reciprocal conmpensation rates under
t he standards set forth in Section 252(d)(2) of the
Tel ecommuni cations Act?

A | believe that's so

Q And do you agree that the FCC pricing rules
direct the transport and term nation rates be set
using the FCC' s TELRI C net hodol ogy?

A. | just want to make sure | am answering you
correctly. Can you repeat that again?

Q Sure. Do you agree that the FCC' s pricing

rules direct the state comm ssions to set transport
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met hodol ogy ?

A.  Yes. They do have three options for the
pricing which | talk about in my testimny. They
are Bill and Keep, Proxy or the third one which is
Cost-based which is the TELRI C met hodol ogy you are
tal ki ng about.

Q And if rates are set using a cost study,
that has to be a cost study that conplies with
TELRI C met hodol ogy?

A. Yes.

Q Do you agree that each of your clients
bears the burden of proof in this case to
demonstrate costs that do not exceed the
forward-1 ooking costs of transport and term nation?

A | would agree that they have the initial
burden of proof.

Q And you have testified in your testinmny
about you have used the term "reasonable"” in terns
of the Comm ssion com ng up to a reasonabl e
approxi mation, | believe, of those forward-I| ooking

costs; is that a fair characterization of your
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testimony?

A. | believe so.

Q Do you have any bounds on what you consi der
to be reasonable? How close do we need to be to be
reasonabl e?

A | don't have an exact nunber in m nd, but I
think that the met hodol ogy that | use falls within
t hat.

Q And if we were within -- 1 am sorry, were
you finished?

A. Yes.

Q If we are within ten percent, is that
reasonabl e?

A.  Yeah, | can't give an exact number on what
it would be.

Q And do you have any opinion as to whether
or not once we get beyond a certain point we are no
| onger reasonable? |If the rate was twice what it
woul d be under a forward-|ooking methodol ogy or half
of what it would be, is that unreasonable?

A. And to be clear, the rate you are talKking

about is the rate that resulted fromthe study or
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the cost resulted froma study twice as high as the
rate?

Q If the Comm ssion were to set a rate and
that rate was twi ce what the forward-Iooking cost
was, would that be a reasonabl e approxi mati on of the
rate -- | amsorry, of the cost? Would that be a
reasonabl e approxi mati on of the forward-Iooking
costs?

A. No, not necessarily.

Could it be?

Well, we are tal king about the third option
where you are actually setting the price based on a
study, not a proxy.

Q | am tal king about Section 252 which tal ks
about a reasonabl e approxi mati on of forward-| ooking
costs -- or | am sorry, the reasonabl e approxi mati on
of the costs in transporting and term nating
traffic.

A. It is hard to say, but it doesn't sound
li ke it would be reasonable. That's not what our
proposal is. So it is subjective. | am specul ati ng

on what that situation would be. It is a
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Q Okay. You understand that each of these
cases was filed as a separate case?

A. Yes.

Q And is it your understandi ng under the Act
t hat each conpany's costs would need to be
determ ned in order to set a rate for each conmpany
under the Act?

A | don't believe that it is inconsistent
with the Act for one rate to be set for all these
conpani es.

Q Wuld the Comm ssion have to make a
determ nation that each of these conpani es was
simlarly situated?

A. In my testinony | refer to that as being
di scussed in briefs. The reason why | did that is
because it gets into sone |legal interpretation | am
not confortabl e making.

Q So as we sit here today you are proposing
for each of the conmpanies a rate of approxi mately
2.8 cents, is that correct?

A. Yeah, | am proposing one rate be set for
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all the conmpanies and that rate would be .028535 as
shown on Schedul e JPH-9.

Q And that's on Schedule JPH-9, you said
t hat ?

A. Yeah.

Q If we | ook at that and, for example, you
are proposing that the rate for LaHarpe be . 028535,
even though the model produces in your run a rate of
. 049637

A. Yes.

Q And simlarly for sales which you report
havi ng an HAlI nunber of under two cents, you are
recommendi ng a rate of 2.8 cents?

A. Yes.

Q And is it your testinony that Marseilles
and LaHarpe are simlarly situated?

A. | think froma reasonabl eness perspective,
yes, they are simlarly situated. Marsei |l | es has
one exchange; LaHarpe has two. They typically
empl oy the sanme type of network architecture, have
t he same kind of personnel and so forth. So it

could be stated that they are reasonably situated.
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Q And is that your opinion with regard to al
of the conmpani es here?

A Yes, | believe so. They all fall within
the slightly less than a thousand up to a little
nore than 4,000 access |lines. They also have rura
areas in Illlinois. So | think so, yes.

Q If these conpanies are simlarly situated,
isn't there a real problem with that LaHarpe rate
bei ng so nmuch higher than the others?

A Not necessarily.

Q So you think that these compani es could be
simlarly situated and yet a forward-I|ooking nmodel
could produce numbers that are dramatically
different for each one?

A.  Well, they have different characteristics.
As far as, for exanple, LaHarpe, and | am just going
by memory here, is, | believe, 1,000 lines? | don't
know. But they have fewer |ines than Marseilles.

So they would tend to have fewer m nutes. They are
in a -- Marseilles is up in the Chicago LATA. There
may be some different characteristics as far as soi

types and so forth of how the nodel cal cul ates
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costs. So, yes, they are simlarly situated but
there are individual differences that would cause
the results shown to vary the way that they do.

Q Okay. Thank you. Your initial proposal in
your supplement, | amsorry, in your verified
statement that was initially filed was that the
Comm ssion should set a rate of .036 because it was
| ower than several benchmarks that you descri be. s
it still your position that the Comm ssion can set a
rate that is |ower than a benchmark and have that
conply with the requirements of the Act?

A. That's not ny proposal any more. My
proposal at the time would probably fall under the
proxy met hodol ogy of the rules, and | think that |
use that word in nmy verified statement. \hereas
what we are proposing now is a forward-|ooking cost
number that | think conplies with the FCC's TELRIC
met hodol ogy.

Q Do you recall where you discussed your
proposal as a proxy proposal in your initial
testi nony?

A. Li ne 143.
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Q Did you use the word "proxy" to refer back
to the proxy rules in the FCC -- | am sorry, the
proxy rules in the FCC rule would be Part 51 or did
you refer to that as nmore of an average?

A. Well, | referred to it nore as an aver age,
as nore of a general kind of a statement. But from
an interpretational perspective, based on that set
of testimony, which | am not supporting that number
any nore, what | just said is that the Comm ssion
probably would interpret that to fall under the
proxy section of the FCC rul es.

Q Okay. Your proposal at this point is
not -- you don't consider it to be a benchmark
proposal ?

A. No.

Q Now, you agree that the ability of this
nodel to generate accurate results is dependent on
the quality of the inputs to the nodel ?

A. | guess that's a fair statenent.

Q Can you turn to page 11 of your verified
statement ?

A My original verified statement, correct?
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Q That's correct. Can you read the sentence
that starts on |line 2347

A.  "Regardl ess of what the exact rate is, | am
compl etely confident the average HAlI cost for the 49
conpanies using Il TA inputs is higher than the .036
cent rate which the I LECs are proposing in this
proceedi ng. "

Q Since you gave that statement you have
deci ded that that statement is incorrect, is that
true?

A. | would say so. | guess to put this in
context, that at the time that | wrote this that
there were four HAI scenarios that | based this on.
And the scenarios are the same as far as the inputs,
but there was a change in one of the inputs that was
rai sed by Mr. Wbod that caused the HAlI costs to
decrease.

Q But at that time you were conpletely
confident and you were incorrect?

A Before | commt to that, | just -- do you
mnd if | read this whole paragraph for context

pur poses?
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Q Pl ease.

A.  Again, my statenment is based on the four
scenarios. Reviewi ng what | said here, it is in
reference to the four scenari os. | don't -- | was
not saying at the time that it was inpossible to
come up with an HAI cost that is |less than .036. I
woul d never make that statement because anybody can
make it come up with something | ess than .036 if
t hey wanted to by changing the inputs. So I don't
think it is proper to go far enough to say what you
said in your question.

Q And you refer to a change that you made
that M. Wod had pointed out regardi ng host-renote
relati onshi ps?

A. Ri ght .

Q And is it fair to say that that was a
functionality of the model that wasn't being
activated as it was being run by your office?

A. That's correct.

Q Now, when you -- did you run the nodel
personally before you submtted your verified

statement ?
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A. These four scenarios that are done here,
that's actually two sets of inputs. | ran them -- |
amtrying to remenber exactly when |I ran them I
definitely ran those scenarios in the USF case and |
amtrying to remenmber if | re-ran them prior to this
case and | can't recall if I did or not or if | just
sinply used the outputs from before.

Q And if you ran them during the USF case,
what year woul d that have been?

A, 2001.

Q Okay. And you don't know whet her or not
you ran them again prior to this testinony?

A Yeah, | don't recall.

Q Were you --

A. I think that | actually -- 1 think that I
ran the defaults again because |I sinmply have had
t hose on ny conputer.

Q Were you aware at the time that you fil ed
this initial testimony, the verified statenment, that
t he model had a functionality that would allow it to
determ ne whether it was nore efficient to put an

end office on a fiber ring or to put it as a
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st and-al one remote? Did you know t hat that
functionality was a newer model ?

A. If I did know it, | don't recall comng to
t he conclusion that | should or should not do it for
pur poses of this case, sinply because what we are
proposi ng was based on the inputs done in the USF
case, that there wasn't a need to re-run it with
t hose kind of considerations in mnd for the
purposes of the rate that we were proposing at the
time.

Q | am not sure if you answered ny question.
Maybe | just didn't hear it right. Did you know
that this functionality was included as part of the
model ?

MR. MURPHY: | need to object to the form of
the question. | don't know yet whether this is a
new model . So with all due respect to
M. Schenkenberg, | don't know that his question is
a foundation of whether it is or isn't.

JUDGE YODER: Are you able to rephrase?

MR. SCHENKENBERG: | can. | believe he

testified that that's a functionality of the nodel
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t hat wasn't being activated when he ran it in his
of fice. | mean, | can rephrase

Q M. Hendricks, is it your understanding
that that functionality is a part of the nmodel?

A. | actually assisted M. Schoonmaker a year
or so ago in the devel opnent of cost studi es where
we did enable that functionality. But for the
pur pose of what Mr. Wod was addressing on whet her
or not it has an inpact as part of a batch run
process, | wasn't aware that by not selecting it as
part of a batch run process that it would skew the
results the way that it did. It was sinply a matter
of with M. Schoonmaker when | assisted himin
anot her proceeding a year or so ago, whenever that
was, where we enabled that, it was sinply doing what
he told me to do without verifying whether doing
this inpacts the rate or not doing it impacts the
rate.

Q So you were aware that there was a
functionality in the nmodel that would determ ne
whet her or not it was more efficient to characterize

an end office as a renote or put it on a ring?
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A | was aware that there was a functionality
in the model that allowed you to select the host
remote assignments.

Q Ckay. And when you a year ago with
M. Schoonmaker hel ped him activate that,
technically what did you do to the nmodel and how did
you run the nodel in order to activate that?

A. Well, sinmply the same way that we did it on
these revised studies. You run it individually and
you check the box that says enable host renote.

Q Did you have -- as you prepared to file
this verified statement, did you consider re-running
t he model and activating the host renote
functionality for purposes of presenting testinony
in this case?

A. No .

Q That's not sonething you discussed with the
Petitioners?

A. No.

Q \Why not?

A We felt that the rates that were provided

in the USF proceedi ng were reasonabl e approxi mati ons
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of the HAlI costs for the reasons set forth in
M. Schoonmaker's testimny at the time, and we felt
t hat those would be reasonable on a going forward
basis. They were already done froma cost benefit
perspective. W felt that it was good enough to
support the rates that we are proposing and that
there wasn't a need to re-run it individually for
t he conpani es.

Q Did you know that it was going to make a
di fference on what the final rates were generated by
t he HAI?

A Did I know what ?

Q Did you know that activating that host
remote was going to make a difference?

A No, | didn't.

Q Did you think it m ght make a difference?

A | didn't think about it at all, to be
honest with you.

Q Did it make a difference when you ran it
with M. Schoonmaker a year ago?

A. Like | said, | was just doing what he told

me to do. Here is the HAl model, sel ect these
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I nputs, giving the results. So | didn't do any
testing to see what i nmpact does this clicking this
option have on the rates. That wasn't part of the
anal ysis that M. Schoonmaker had me do.

Q After you -- strike that. I n | ooking at
the results that were produced in the HAl case, did
you believe that -- did you know whet her the nodel
was placing all end offices on a fiber ring and not
checking to determ ne whether it was nore efficient
to put those as stand-al one renontes?

A. | think you said HAlI case but you meant the
USF case, right?

Q | do.

A | didn't know. | believe we didn't analyze
t hat.

Q You didn't analyze the results of the nodel
to determ ne what the network that the HAI model was
produci ng | ooked 1ike?

A Well, if there was -- if it was a sinmple
matter of the results spit out a map that showed you
exactly what the network | ooked |ike, that woul d

have made it a simpler process and probably woul d
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have been done. | don't believe that it gets to
that | evel of detail and we simply didn't do it.

And the other thing to keep in mnd was in that USF
case interoffice wasn't really a consideration. The
i ssue at hand in the USF case was the |oop cost. So
there wasn't a whole | ot of scrutiny on the
interoffice stuff for what we are talking in this
case that there would have been a need to do that.

Q But you rely on what you did in the USF
case here, knowi ng that we are needing to prove up
interoffice and not | oop costs, right?

A.  Yeah, but again | didn't know that that
i nput changed things in the way that it did.

Q Did M. Schoonmaker know? Have you had
this discussion with M. Schoonmaker?

A.  Actually, we did have a brief discussion
after M. Wbod filed his testimony. And if | could
characterize his response, | would say that he was
surprised and didn't realize that it had the kind of
I mpact that it did.

Q Did you | ook at the commmon transport

numbers that show up on JPH-3 and think that maybe

Sul l'i van Reporting Conpany
Two North LaSalle Street Chi cago, Illinois 60602
(312) 782-4705



10

11

12

13

14

15

16

17

18

19

20

21

22

76

you needed to | ook harder to determ ne whether the
nodel s were doing a good job of pricing conmon
transport on these networks?

A. Agai n keep in m nd what our position was in
my initial verified statement, that we weren't
proposing a rate exactly with the HAI, that | did
express concerns with some of the results in ny
verified statement. Yes, some of the nunmbers did
| ook questionable. So one of the things we did is
we averaged the outputs. Li ke, say we proposed a
rate | ower than what the HAI costs were in
recognition that perhaps there was sonmet hing
i mproper with it.

Q Wuldn't it be reasonable for an
i ndependent consultant if you saw numbers t hat
| ooked out of whack to work a little harder than you
did to try to find out why the model wasn't doing
its job in the first instance?

A Well, | will point to the cost benefit
considerations in ny verified statement, in both ny
verified statement and supplemental verified

statement, that as a consultant for the compani es,
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as a management consultant for the conpanies, we do
a lot of activity to make sure that they are in
proper financial shape. And one of themis making
sure that the costs that we charge to them don't
exceed the benefits of what they are |likely to get
out of the charges that we assess. And that being
the case, we could spend a |ot of time scrutinizing
the results, scrutinizing the inputs and com ng up
with something at the end of the day they are not
going to get a benefit out of it fromrevenue that
will justify our expenses. So we did the best that
we could do under cost benefit considerations for

t he conpany from the total company perspective.

Q And did your clients tell you that you
could only spend a certain anount of time on their
ni ckel investigating whether or not this nmodel was
produci ng accurate results?

A Not to a specific dollar figure. But
i nherent in every discussion that we had with them
I's what revenue do you have at stake, does it make
sense for us to do this for you. So it is inherent

in any kind of project that we do as we go forward
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and as part of a bid to do the work.
Q Have you ever reviewed the RING IO
wor ksheet associated with your nodel runs? Are you

famliar with what that is?

A. It's atab. It's in the model, yeah.
Q It's a work file, not in the expense
nmodul e. It is a work file.

A. And by expense nodule you are referring to
t he outputs, the Excel file that is spit out of the
model when you hit the run?

Q Ri ght .

A.  And you are tal king about a work file
that's produced on the side; | believe it goes into
the work file tab under the HAI folder. | don't
recall spending nuch tinme with that, no.

Q So you don't know whether or not that
wor ksheet answers sone of the questions that you
weren't able to answer early on in the case?

A. | do not, know.

Q M. Hendricks, you have inputs that you
relied on with these HAl model runs, including the

nmodel run that you have di scussed in your
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suppl emental verified statement, that use MOU

i nputs, usage inputs. And those MOU nunmbers are the
original default inputs fromthe early to md-'90s,
is that right?

A. Yes.

Q And those MOUs that were recorded back then
don't include wireless traffic or certainly don't
I nclude the level of wireless traffic that we have
today term nated by those?

A. Yes, as far as the term nating wireless,
called to wireless, yeah, those m nutes of use
weren't in there or to the extent they were
excepted, | would probably agree with that.

Q And dial-up ISP m nutes wouldn't have been
within those MOUs that you reported back in the
early to md-'90s?

A. Yeah, the dial-up -- two things |I would
have as a caveat to that are for the wireless you
have a | ot of substitution so that to the extent
t hat people are using their cell phone nmore today as
opposed to their landline I XC, you are going to see

a substitution of mnutes. So it is not necessarily
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an addition of m nutes because with wireless you are
going to have a reduction in toll m nutes perhaps.
And then as far as | SP, there is probably a wave
where it went up to an extent and it is probably
goi ng down as a result of DSL usage.

Q \Vhatever the current usage anounts are, you
didn't update the inputs to bring those up to
current |evel?

A. No. And the reason why is -- actually
M. Wbod, | believe, addresses this. There is a
problem with how it asks for the data that the
conpani es don't have that kind of information to the
extent requested by the nodel inputs. And for four
of the companies, they are average schedul e
conpani es that sinply don't record the mnutes |ike
a cost conmpany does. So, one, they don't really
have | ocal m nutes at all to input in there, sinmply
because it has been too expensive to do it and they
have never had a requirement to do it, the average
schedul e conpanies. And then the cost compani es,
don't have the kind of detail needed in order to

updat e the HAI nodel .
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Q It wouldn't be that hard to use a couple of
conpani es for whom you do have data and generate
some per line per nonth usage numbers and apply
those across all carriers, would it?

A.  Again, | amnot sure if | would have.
Theoretically what you are asking is, if that
information did exist in the format requested by
HAl, would it be difficult to put it in the model
and see results, no. The difficulty is do |I have
that information.

Q Okay. And there are two parts of this
gquestion that | want to ask you some nmore about, and
the first is you indicated M. Whod's testimony
explains why it is difficult to update the model for
MOUs. Did you know that before M. Wod expl ai ned
it?

A Yes.

Q Do you agree that the |levels of usage that
are in the HAlI default runs are substantially | ower
t han what we are seeing reported today?

A.  Again, for the average schedul e conpanies |

don't even have a conparison to say if it was higher
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or | ower.

Q Do you have M. Wbod's testimony and
schedul es?

A | believe so.

Q There is a proprietary schedule to the, |et
me get this right, verified rebuttal testinmny. And
| don't want to say any of the proprietary numbers
but it is Schedule DIW6 and it has some usage
i nformation for LaHarpe.

MR. FODOR: | don't think the witness has that
yet so | have one if it will help him

MR. SCHENKENBERG: Okay. WII you hand him
t hat?

Q | am going to hand the witness from
M. Wbod's copy one page of that schedule. And I
just wondered whet her you reviewed the testimony of
M. Wood regarding the conparison of that nunber or
the nunbers that show up on that sheet as reported
for LaHarpe to the HAI default for LaHarpe and |
beli eve those nunbers are reported on page 34 of M.
Wbod's testimony. And again without revealing

LaHar pe's confidential data on the record, I would
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just like you to eyeball those numbers.

A. Your question?

Q Yeah, do you agree that's a substanti al
I ncrease in usage from what the default shows?

A. Yes. Can | check sonmething, one other
thing, before | answer that?

Q Take your tinme.

A. Yeah, | would agree that the LaHarpe
i ndi vi dual numbers are substantially higher than the
default numbers. | would note that a | arge
proportion of that increase is as a result of
dial-up ISP. And what | amnot sure of is how the
nodel has i ntended that to be handled for purposes
of compensation, and | was | ooking at the inputs
portfolio to see if it clarified that any more and |
don't see where it did except that everything is as
reported to the FCC. So from an interpretational
perspective, | am not sure if dial-up ISP would
under the model's interpretation need to be included
or not.

Q Would it impact costs -- | am sorry, would

it inmpact costs?
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A. Costs of what?

Q Transport and switching?

A. Probably not transport, given how I
under stand how t he conpany has provisioned | SP.

Swi t ching perhaps, if the concept is that every

m nute is a mnute and you should divide the switch

over every m nute.

Q And these kind of increases in usage rates

that we see for LaHarpe are not atypical for

companies |ike the Petitioners?

A. No, but froma forward-|ooking perspective

woul d | expect dial-up ISP to go up, stay the same
or go down, | would expect it to go down.

Q That's all | have on that. I will hand
t hat back to Mr. Wbod.

M. Hendricks, | would like to turn to

Schedul e 24 of your testimony which is the letter
from M. Jarzemsky. Your Honor, | would like to
cross on this. | understand that your ruling
allowing this into evidence was conditioned on the
recei pt of a document that we expect to cone. | f

for some reason that doesn't come, the document is
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not admtted, | guess | can pose that?

JUDGE YODER: You can renew your objection and
Il will figure it out.

MR. SCHENKENBERG: | don't want to waive
somet hing by crossing at this point.

JUDGE YODER: That's fine.

BY MR. SCHENKENBERG:

Q | understand, M. Hendricks, that you
talked to Mr., is it Trier, is that howit is
pronounced?

A. Yes.

Q Prior to this letter being issued from
M. Jarzemsky. What's M. Jarzenmsky's position with
Nortel ?

A. Product Manager - Rural Switching.

Q And is M. Trier somebody who M. Jarzensky

reports to?

A | don't know exactly who Mr. Trier reports
to. My understanding is that they are separate
lines within Nortel. M. Trier is a -- | reference

it in my testinony. He is a sales executive.

Q M. Trier is a sales executive?
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A. Yeah.

Q Is M. Jarzemsky the kind of person who
woul d interface with potential customers, rural
tel ephone conmpany customers?

A My understanding is M. Trier would be the
one who would first initiate discussions with rural
carriers. He is the point contact for all the
Nortel conpanies of the Petitioners. Every
Petitioner except Ham |lton County M. Trier would be
t he point of contact for. And then as far as
devel oping switch quotes, devel oping sizes of
swi tches, actually provisioning it, it's ny
under st andi ng that M. Jarzensky would be that
person.

Q Okay. When you called M. Trier, can you
tell me what you said to hinf

A. | explained to himthe issue as |
understood it as raised by M. Wod about the
traffic sensitive nature of the switch and whet her
or not it was traffic sensitive. | explained to him
t he evidence relied on by M. Wod, nanely the SBC

case, and his review of Tier 1 switch contracts, and
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| asked himif it was appropriate to assume that a
| evel of the switch is -- a portion of the switch is
usage sensitive.

Q Okay. And was your request specifically
with regard to the DMS-10?

A. It was not specifically in regard to the
DMS-10 but it quickly turned to a discussion of the
DMS- 10 because | believe that that's the switch
that's used by all of the carriers, all the
Petitioners.

Q And is that the switch that's used as a
host, as a remote? Are there various models of the
DMS- 107

A Definitely the host. The part that | am
trying to recall is the renote part of it. And

wi t hout | ooking at what was provided to Verizon

Wreless as part of data responses, | can't recall.
Q But this doesn't -- this doesn't tal k about
renote?

A It tal ks about the DMS-10 switching system
My interpretation of that for the host and renote is

that this kind of a discussion would apply to both
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equal | y.

Q If you look in that first paragraph, it
says the call nust be processed to pass through the
network matri Xx. Do you know whet her there is a
network matrix in a remte DMS-107?

A | don't know.

Q And do you know in the second paragraph
where it says the network matrix and the switching
system CPU and upper Iimts, you don't know whet her
that is limted to a host or also extends to a
renote?

A. | do not know.

Q Do you know in the standard configuration
for the DMS-10 host switch how many m nutes can be
processed in a busy hour?

A Not off the top of my head.

Q Wuld it matter to you?

A, Well, nmy understanding frommy conversation
with M. Trier and this letter is that there is.

Q My question was would it matter to you?

MURPHY: And he was answering the question.

7 3

Is that there is a -- that the way that the
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switch is sized that there isn't just one nunber.
So what | am struggling with is your question seens
to refer to one number, on what it is for a DMS-10,
and | don't think that that's what actually occurs.
Il think that it is all sized based upon a nunber of
characteristics which the lines and the usage are
part of that consideration, as | tried to summarize
in my testinony.

Q Okay. Do you know what a reasonabl e
assunption would be of usage during the busy hour,
how many calls per line in a busy hour?

A No. | would point out that HAI has those

89

ki nds of assumptions within it and no one has raised

that issue in this case. So that there is a
di scussion of that in the nodel documentation I
provi ded.

Q \What's the nunmber, do you know?

A.  Again, if you could repeat.

Q Well, the question is, is this -- and maybe

|l et me ask you another question first.
A. Okay.

Q Is it your understanding that in
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engi neering capacity for a switch, that engineers
woul d | ook to the busy hour, how many calls have to
be processed during the busiest hour of the busiest

day of the year?

A. Yes.

Q In generating those assunpti ons one would
make an estimate as to how many calls per |ine would
occur in that busy hour, is that right?

A. Yeah. All those traffic considerations, ny
under st andi ng, are part of the switch quote that
Nortel provides. So as part of that, when they nake
t he quote, when they size the switch, they consider
a number of traffic factors and the ones that you
mentioned | understand to be part of that.

Q You don't know what a reasonabl e assunption
woul d be for that number, though, or what engineers

woul d use?

A. | do not know.
Q Let's assume, if you would, let's assune
that it is three calls per line in the busy hour,

for the sake of asking a few more questions, okay?

A. Okay.
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Q M. Wood and the HAI document says that it
is, your HAI, Staff 1, | believe it is Staff 1,
that's the portfolio.

A. What page?

Q Page 2.

A. Okay.

Q So that says line served 1 through 1,000

busy hour call attenpts 10, 000. So the assunption

made there is that in the busy hour there has to be

a capability to process 10,000 calls per hour?
A. Okay.

Q And we will take that number and if you

91

have one of the Petitioners is going to buy a DMS-10

to serve 500 customers, we use ten hours, ten cal
attenpts, 10,000 call attempts in a busy hour, you
don't know whet her the base | evel processor that
woul d have to be performed by that Petitioner with
the DMS-10 is sufficient to meet that 10,000 cal
per busy hour requirement, is that what |
under st and?

A. I's your question whether | think this

nunmber is a reasonabl e nunber ?
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Q No .

A. Okay.

Q Do you?

A. It seens reasonable to me, yes.

Q Okay. No, ny question is if | were going
to buy a switch and | went to Nortel and said
need -- | have got 500 lines so | need to make sure
| can process 10,000 calls in a busy hour, is the
Nortel switch person going to tell me a standard
base | evel model can process far nmore than that or
is he going to tell me it is going to process 5,000
during the busy hour unless you pay nore to up your
capacity to 10,0007?

A | sinmply don't know, and that kind of
information is typically very proprietary and
confidential.

Q Would that matter to you in your opinion?
Let me ask the question a little differently. |If
t he base | evel processor could process 20,000 calls
In a busy hour such that a switch that was purchased
to serve 500 lines would be far under that total

capacity, does that inpact your opinion as to

Sul l'i van Reporting Conpany
Two North LaSalle Street Chi cago, Illinois 60602
(312) 782-4705



93

whet her or not switch costs are determ ned based on
usage, switch prices are determ ned and costs are
determ ned based on usage?

A. No.

Q \hy not?

A. Because the way that | understand the
concept of the incremental cost study, if that would
fall within the guidelines of what a conmpany woul d
purchase for a switch, that there is still a usage
aspect to the switch. The quote is made, the switch
is depl oyed, and you consider all of that as part of
the cost study. That is part of the switch quote
they look at. And if what they have can process
nore than that, it doesn't mean that you don't
include the cost of the switch. Simlar to for
i ncremental cost studies for a | oop. If you are
only going to be using two lines and the m ni mum
size of a distribution cable is 25, you use the 25
cable. And perhaps there's some kind of fill factor
or whatever applied to it, but you don't sinmply say
that the loop is not incremental and therefore you

shouldn't price it as part of a TELRIC s |evel.
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Q | don't want to beat this into the ground.
Maybe just |let ne ask you one other question,

M. Hendricks. Let's assume that the Nortel
representatives said that your base | evel processor
can handl e 20,000 calls during the busy hour and so
your 500 customers can be served wi thout reaching

t he capacity of the processor. Is the purchase of
t hat DMS-10 part of the start-up costs to buy the
switch or is that cost of the DMS-10 somet hing that
Is specifically incurred to deal with capacity, an
i ncreased capacity demand?

A Well, the way that | understand the letter
and the conversation that | had with M. Trier, that
it would all be part of it. And that regardl ess of
whet her you ever reached the maxi mum or not, it is
still a consideration of the quote and the size
switch and therefore should be part of the study.

Q Okay. Thank you. I will nove on and |
have just a quick question on SS7 which you talked
about earlier in your testinmny today. |Is it your
under st andi ng that the HAlI model bills STPs the

costs for which then need to be recovered through
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per manent rates?

A. Yes.

Q And what's an STP?

A. Signaling transport point, | believe that's
t he acronym.

Q So when you in your supplemental statenment
tal k about the facilities -- well, do these
compani es today have their own STPs?

A. No.

Q So in your verified supplenmental statenment
you tal k about facilities existing on these networks
in order to term nate SS7 messages. Do you receive
SS7 messages?

A Ri ght .

Q Those facilities aren't the same facilities
that the HAI nodel has built in, is that correct?
There is some overlap, but.

A Yeah, | think that in devel oping ny
response that's in my supplenmental verified
statement, | spoke with the compani es about the kind
of costs that they incur for SS7 and so forth and

then | then conmpared it to HAl. And nmy
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under st andi ng - -

MR. SCHENKENBERG: | am sorry, Your Honor, this
I's not responsive and | think this is something that
you can take up on redirect.

MR. MURPHY: I think he is trying to answer the
question. | think you should | et himanswer it. | f
he has a foll ow-up question, let ask it.

MR. SCHENKENBERG: My question is very specific
as to whether the facility is the sane.

JUDGE YODER: | will let himanswer it. And if
he doesn't answer your question, you can dig more.

A. So devel oping my answer, | conpared it to
what | thought the HAlI model did. And conparing it
to the results, conparing it to the model
met hodol ogy, nmy answer is it seemed to match with
what HAI did. In other words, | think that it goes
beyond just STP.

BY MR. SCHENKENBERG:

Q Your answer in ternms of what the costs are
or your answer in terms of what the facilities are?

A. My answer -- well, my answer in terns of

what the conpanies incur as part of their portion of
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SS7. Their portion of it is developing -- is
getting the trunks to the STP provider, and that it
didn't seemto me that HAI limted costs sinply just
to the STP but considered all of the SS7 aspects of
it. And, therefore, when | said that you need to
consi der everything, that's what | meant.

Q Okay. And let me just make sure | get a
cl ear answer to my question. The HAI nmodel bills
facilities. And when you talk in your suppl enental
statement about the facilities that are necessary on
the Petitioners' networks to receive SS7 messages,
those aren't the same facilities as the HAI nodel
bills. There is some overlap. Some of the
facilities that the HAI nodel bills are on the
Petitioners' networks but there is also an SCTP that
t he HAI model bills that is not on the Petitioners'
bill?

A. Il think that's correct.

Q Okay. You have given some testinony about
Staff's proposal on interstate access rates, and
just want to make sure that the record is clear that

your clients believe this is an appropriate -- that
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it is appropriate to set rates in the cost study at
access rates or do they believe that is
I nappropri ate?

A. Qur position is that the Conmm ssion should
set rates equal to the HAI, that the average HAI
costs that | discuss is GPHS.

Q And your clients recognize there is a |egal
di stinction between reciprocal conmpensati on and
access?

A. Yes, they do. And as far as getting to the
second part of your question or ny second part of
the answer to your question, as far as the Staff and
our response to it, we believe that we have
fulfilled our requirements for the forward-Iooking
cost aspect of the rule. But if the Comm ssion
di sagrees with that using the interstate rates as a
proxy with our proposed adjustments, specifically
for the average schedul ed conpanies, then that would
be a reasonable proxy only if they determ ne that
our forward-|ooking costs aren't appropriate.

Q Your clients in order to have interstate

access rates approved do not need to show that they
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they don't need to denobnstrate | east cost
forward-| ooki ng expenses, is that correct?

A. There is two parts to that. One, we think
that the networks that they have in place are TELRIC
compliant, and | talk about the reasons why in ny
testinony. So, therefore, whenever their rates get
approved for interstate access and it gets approved
by the FCC if they are just cost conmpani es, and NECA
and the FCC if they are average schedul e conpani es,
t hat when that review is done and the costs are
al |l owed, that by allowi ng the cost for the current
net work which we think is compliant with TELRI C,
then therefore the rates would be conplaint on a
forward- 1 ooki ng basis.

Q They don't need to prove that to get their
rates approved, though?

A Yeah. The met hodol ogy as far as the
approval for the FCC' s perspective, do they bal ance
It up against their TELRIC rules, they do not.

Q | would like you to turn briefly to JPH-17

and | just want to ask you a question about how you
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do the math.

A. Okay.

Q | believe the HAI default nunmber is 412 per
line, is that correct, for central office
I nvest ment ?

A I think it is 411.

Q \Whatever that nunber is, if you take
283,000, divide it by that nunber, 412, are you
going to get the nunber of |ines?

A.  No, where those numbers are derived from
HAlI is the USOA tab of the model results. So if you
go to the USOA tab and go to Account 2210 of the HAI
nmodel , that's where that nunber is derived from

Q So, but that doesn't correlate, though, to
$412 times the number of |ines?

A Not exactly, no.

Q Is it close?
A.  Actually, | haven't even done the math. I
mean, the way that -- what this is, it is derived

fromthe 411 which is a constant term as well as the
slope term So it has a couple aspects of switching

that in total derive the total switching investment.
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So when we first did this in the USF case and then
what you have to do is kind of do a trial and error
to get to a number that seenms to be close to what we
think is reasonable. So that's how we ended up with
the $600 nunber originally. And then what we did
here is conpared it against the HAI numbers with our
HAl and you |l ook at the 2210 count, does it stil
jive, does it still match up with what the actua
Petitioner costs are, and that's what this is
showi ng. So again this is a 2210 USOA which is

derived froma couple of inputs.

Q Your Honor, if | could just have one
m nute, | am done.
Just one mpre question, M. Hendricks. In

your initial testinmony you had run the HAlI nodel and
determ ned that it was not sufficiently -- was not
sufficient to establish forward-1|ooking rates and so
you proposed a |lower rate and to use the HAI nodel
as a benchmark. Is that a fair characterization?

A. To an extent. | would re-characterize it
by saying that HAlI was good for its purposes of

devel oping forward-| ooking costs as a benchmark at
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the time because there were concerns about it. And
that the rate was set bel ow that based on some of
the concerns. But it wasn't good enough at that
time to set an exact rate based on HAIl.

Q And there were a number of reasons why you
t hought it wasn't good enough at that time to set
rates that could be used definitively in this
proceedi ng. Since then the only thing you have done
is to fix a problemthat you didn't know existed at
that time, is that right?

A. Correct.

Q So you haven't fixed any of those things
you were initially concerned about, but your
testinony now is that the nmodel is good enough to
set definitive rates?

A It is good enough from a reasonabl eness
perspective. Yes, there are still concerns with the
model that as | talk about in my suppl emental
verified statement that you could spend an eternity
di ggi ng through it and maki ng changes. Sonme would
go up, some would go down. We have identified sonme

ot her things that woul d probably underesti mate
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costs. But also in ny -- it is good enough from a
reasonabl eness perspective now to set a rate,
despite the concerns, sinmply because it neets the
reasonabl eness perspective of the FCC rules. And
froma cost benefit consideration of going through
and changi ng every possible thing that you could to
make a perfect cost, one, it would take a | ot of
time and then, two, you are never going to get a
perfect cost anyway because by definition
forward-| ooking costs are never going to equal --
are never going to be one hundred percent perfect.

MR. SCHENKENBERG: No further questions.

JUDGE YODER: M. Lannon?

MS. BROWN: Just one second if | could speak to
my witness.

(Pause.)

MS. BROWN: | will just have a couple

gquestions.
CROSS EXAM NATI ON
BY MS. BROWN:
Q Good morning, M. Hendricks. | am Brandi

Brown. And just a couple of questions about the

Sul l'i van Reporting Conpany
Two North LaSalle Street Chi cago, Illinois 60602
(312) 782-4705



10

11

12

13

14

15

16

17

18

19

20

21

22

104
nodel again. Did you -- you are aware that there is
a Version 5.1 of the nodel, right?

A. Yes.

Q And did you at all consider using that
version for use in this proceeding?

A. No, sinply because it is not as avail able.
It is on a much more limted basis, is ny
under standi ng, to obtain that model. We didn't have
access to it and typically what we have seen in
ot her proceedings is 5.0A is the nodel that's
usual |y used.

Q And you are aware that M. -- that our
client is advocating using that 5.1 default for
certain inputs in USF proceedi ngs?

A.  Yes, and | talk about how we didn't have
the ability to obtain those 5.1 and the model in
order to verify whether that was appropriate.

Q And as you assisted M. Schoonmaker in the
USF proceedi ng, did you have an opportunity to
eval uate those recommendati ons that M. Koch
suggest ed?

A No, my involvenment in the USF was more on
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the front end and as part of the devel opment of the
rural carrier's costs, nore so than on a rebuttal
perspective. So | don't recall being involved
responding to 5.1 if M. Schoonmaker even did. I
didn't review it at the time.

Q Okay. So would you -- do you have any
reason to believe that the proposed changes t hat
M. Koch recommends to update the model are
I mproper ?

A. Yeah, | talk about that in my suppl ement al
verified statement. | think that the fill factors
seem too high just from ny experience. Our clients
generally don't record that as part of their plant
records what their actual fill factors are. So in
order to obtain that information from the conpanies
in the short time frame fromthe time M. Koch filed
testinony until now just wasn't possible. So I
don't have exact numbers. M statenments were
general statenments based on my experience review ng
ot her conpani es models as well as ny general
under st andi ng of rural areas. And then as far as

the pricing issue for 5, those nunmbers seem too | ow
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and | did provide an exhibit which I think shows
that M. Koch's numbers are too | ow.

MS. BROWN: Okay, nothing further.

JUDGE YODER: | have a couple of questions
before | get you into redirect.

EXAM NATI ON

BY JUDGE YODER

Q On Schedul e JPH-9 of your supplemental you
have rerun the HAlI model, is that correct?

A. That's correct.

Q Using, | presume, some changes t hat
M. Wbod has suggested or discovered some problens
in any event?

A. Yes.

Q And you have a number then total HAI for

each company?

A. Ri ght .
Q Wiich would be -- would that be your
testinony that those are -- would be reasonable

forward-1 ooking TELRIC costs for each conmpany, a
reasonabl e approxi mati on?

A. Well, ny proposal would be to use the
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average nunmber. | think that that's the nost
rel evant number as far as a second choice of what's
bei ng presented in the case. | would say that
that's -- that would be reasonabl e.

Q The bottomis the average and assune that's
the seven figures added together divided by seven?

A. Exactly.

Q Each of the conpanies is a different size
within a range, isn't that correct?

A. Yeah, approxi mately.

Q You said one to 4,000 |ines?

A Yes, exactly.

Q Would you explain to me or for the record,
just to clarify for me, why each company should be
wei ghted equally in determ ning that average, if
there is a reason that you should -- that you
woul dn't wei ght some of the numbers greater in
comng up with the average?

A. Right. W did do wei ghted averages as far
as what we are going to propose in the case. And I
amtrying to remenber if | actually -- actually,

think I did do a straight average on ny
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st at ement . It is potentially nore

108
my verified

accurate to use a

wei ght ed average to come up with that. But what |

found is that it doesn't change it

by a whol e | ot

either, that that average doesn't really vary much

when you use a wei ghted average as opposed to a

strai ght average which is just for

perspective we just stuck with the

a sinplicity

strai ght average.

And just to clarify, probably the most reasonabl e

wei ghti ng woul d be probably total

m nut es of use

nore so than access |ines, although they could

potentially be roughly the same anyway.

JUDGE YODER: Mr. Murphy or M.

redirect?

MR. MJURPHY: Yes.

Fodor, any

JUDGE YODER: Or would it be rebuttal? | can't
remember. Any additional questions for
M. Hendricks?

MR. MURPHY: You first.

REDI RECT EXAM NATI ON

BY MR. FODOR:

Q I think Ms. Brown just asked you a question
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about whether you | ooked at 5.1 and | thought I

under st ood your response. Is there a cost -- is it
readily available if you are willing to pay the
price?

A | believe so, yes. | think -- well, to be
honest, | guess | better not answer because | am
just speculating. But | know that generally it is

not as available as 5.0A. And we didn't have it in
house and I am not sure if you can get it for a fee
or exactly how it is.

Q So you don't know whether -- you don't know
a dollar ampunt that's associated with the right to
use that model ?

A No, | don't.

Q Have you | ooked at any other nmodels that
have a fee associated with the right to use then?

A.  Well, in general | amaware that you can
probably pay Bellcore fees to use their model s but
they are pretty substantial, that it wasn't much of
a consideration at all.

Q Do you have a ball park figure of what you

mean by substantial?
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A | don't knowif I am allowed to quote a
number that | have seen or not, but | would say a
mllion dollars.

Q Woul d that be per conpany or would your
firmbe able to use it for all of your clients at
t hat price?

A | don't know. But even at a mllion
dollars, it wouldn't be worth it.

Q And HAI 5.0A was avail abl e because your
firm had previously acquired the right to use that
| i cense for these conmpani es and others?

A Exactly.

Q | think during some questioning by
M. Schenkenberg it | ooked Iike maybe before you
filed your original verified statement you didn't do
as much testing of the HAl nodel as maybe you have
done now. So |let me ask you the question. Have you
done additional testing of the inputs and what those
i nputs generate and conpared themto various things
so that you are nore confortable with your answers
now?

A. Yes, | am And in nmy supplemental verified
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statement | talk about some of the tests that | have
done that | hadn't done previously when | nade that
benchmar k proposal, for lack of a better term I
tested it against inputs. | tested the inputs
agai nst what the conmpany's actual costs are for a
nunmber of things that | have indicated in ny
suppl emental verified statement. And then |I have
exam ned the outputs and conpared themto the
interstate access rates which Staff is advocating,
and | think that they are conparable which | show in
one of my exhibits.

Q And | apol ogize to both of you for this
gquestion, but did your testing find a m stake by
M. Wbod?

A, Yes, it did.

MR. SCHENKENBERG: Obj ecti on, beyond the scope
of cross.

JUDGE YODER: | will sustain it and -- | wil

sustain the objection.

MR. FODOR: That means | keep asking? | don't
remember . | didn't even get to argue, so.
JUDGE YODER: ©Oh, | amsorry, you want to
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argue?

MR. FODOR: Are you going to rule before |

argue?
JUDGE YODER: " m sorry. Go ahead, argue.
MR. FODOR: | think M. Schenkenberg asked a

series of questions designed to make Mr. Hendricks
| ook like a go-for and I amredirecting to make him
| ook |i ke an expert. | believe it is perfectly
appropriate. | don't believe there is any question
t hat when the witness takes a stand he is going to
i dentify that. I think M. Hendricks has admtted
that M. Wod di scovered something that he m ssed

| think it is perfectly fair for M. Hendricks to
take credit for something that he found. And

don't think it is beyond the scope of

M. Schenkenberg's |line of questioning.

JUDGE YODER: Well, | will sustain the
objection in any event. And | don't know that we
are trying to point blame or fingers on who found
what, but in any event.

MR. FODOR: See, | was taught never to end on

an objection but that's really all 1 had.
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go on.

REDI RECT EXAM NATI ON

BY MR. MURPHY:

Q You were asked some questi
di fferences between access and reci
you recall those?

A. Yes.

ons about the

procal comp, do

Q And are you famliar with the 1996

Tel ecommuni cati ons Act?

A. Yes.

Q Are you famliar with the fact that it

draws distinctions between access a
conmp?

A. Yes.

Q Since the passage of the 1
FCC taken any steps to address the
bet ween access and reci procal conp?

A. Yes.

Q Can you characterize some
has taken to address, what are the
have t hey done to address it?

A.  The nmost inportant one was

nd reciprocal

996 Act has the

di fferences

of the actions

i ssues and what

t he MAG order
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and | don't recall what MAG stands for. It is an
acronym But it is basically a ruling that they
made addressing rural conmpany access charges. And
what they did in that ruling is remove all the
non-traffic sensitive costs from access, the result
bei ng that the access rates are |ower now than they
were at the time of the passage of the '96 Tel ecom
Act .

Q Do you know whet her access rates are nore
simlar to reciprocal comp today than they were in
1996 or | ess than they were?

A. More sim | ar.

Q Do you know whether that's a policy, an
i ntenti onal policy goal, of the FCC?

A Yes, it is.

Q Do you know whether this Comm ssion has
pursued sim |l ar policy goal s?

A Yes, they have, actually pre-dating the MAG
order .

Q And do they pre-date 1996, post-date or
continue right through?

A.  Continue right through. It is a
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| ongst anding tradition.

Q And is it the policy of this Conm ssion to
the best of your know edge to drive out of access
non-usage sensitive el ements?

A. Yes, it is, and | cite to an order in ny
verified statement on that. | think it is 01-0808
where they renewed that and provided a |ong history
of their policy of doing it.

Q At one point in the cross exam nation
M. Schenkenberg asked you whether it would be
appropriate to take the increased m nutes of use for
a particular conpany and apply that to other
conpani es, do you recall that?

A. Yes.

Q And would that be a company specific
approach?

A No.

Q There was a |long conversati on about your
dealings with M. Trier and M. Jarzensky, and |
believe that Mr. Schenkenberg, as | understood his
guestion, asked you whether it would change your

opinion if the switch vendor said that the switch
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will handle up to some nunmber of m nutes that was

hi gher than the busy hour m nutes of a particul ar

conpany. Do you recall that line of questioning?
A. Yes.
Q Is it your understanding that that is in

fact how the switch vendor does that?

A. Yes.

Q Whi ch is your understanding? Do they pick
a busy hour time? How do they do that based on your
conversations with M. Trier and M. Jarzenmsky?

A. Here we go again. I am going to have to
ask you to repeat it. | want to make sure
understand it.

Q | want to understand from you, based on
your conversations with M. Trier and M. Jarzensky,
If there are other industry switch vendors you
tal ked to and want to rely on, please identify them
If you do, howis it that the switch vendor goes
about pricing the switch with relation to usage
sensitive elements if they are a factor?

A. My understanding is they ask from each

perspective company how many m nutes do you have and
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then they ask a series of questions relating to
traffic. And what Mr. Trier told me is that
oftenti mes conpanies sinmply don't have that. The
rural LECs or other conpanies sinply don't have the
traffic informati on requested by the switch vendor.
So what Nortel does at that point is approximtes it
based on a number of characteristics and they cone
up with what they think the traffic is for the rural
LEC and then they price the switch and devel op the
capacity based on that.

MR. MURPHY: | have no further questions.

MR. SCHENKENBERG: Can | ask just a few follow
up questions?

JUDGE YODER: A brief couple, yeah.

RECROSS EXAM NATI ON

BY MR. SCHENKENBERG:

Q Is it your understanding, M. Hendricks,
that the FCC s removal of non-traffic sensitive
costs related to switch ports?

A. Yes.

Q So to the extent there would be sone switch

costs other than switch ports that would be deemed
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to be not incurred on a usage sensitive basis, those
haven't been removed from access?

A | just don't know how that would be
possi bl e. But they | ooked at the switch costs and
t hey took out what they considered to be non-traffic
sensitive. So ny understanding is what's left they
believe to be conmpletely traffic sensitive.

Q What they took out was 547

A. That's my recollection. It has been awhile
since | reviewed that order but | believe so.

Q And with regard to the |ast question on the
Nortel, you just don't know for exanmple whether or
not you can buy a processor that was maxed out at
5,000 m nutes of use or whether the m ni mum
processor you can buy is sonmething greater than
t hat ?

A. Yeah, | don't know.

MR. SCHENKENBERG: Thank you.

JUDGE YODER: M. Lannon?

MR. LANNON: We don't have anyt hing.

MR. MURPHY: Can | ask one redirect question?

JUDGE YODER: Based on that, okay.
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REDI RECT EXAM NATI ON

BY MR. MURPHY:

Q I's the processor the sole basis on which
Nortel prices its switching to your understandi ng?

A No.

JUDGE YODER: Okay. You may remain where you
are or step down or |eave.

MR. HENDRI CKS: Thank you.

(W tness excused.)

JUDGE YODER: Anything else to present on
behal f of the Petitioners, M. Murphy or M. Fodor?

MR. MURPHY: Pendi ng the receipt of the
decl arati on, no.

MR. FODOR: Are we going to take a break soon,
Your Honor?

JUDGE YODER: Well, | amtrying to read ny
cl ock here.

MR. LANNON: 11: 25.

JUDGE YODER: We can go off the record here for
a mnute.

(Wher eupon the hearing
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was in a short recess.)
(Wher eupon Petitioners
Exhi bit JPH-24 was

mar ked for purposes of
identification as of
this date and adm tted
into evidence.)

JUDGE YODER: Back on the record then in
05- 0644 et al., consoli dat ed. Mr. Murphy, 1 think
you finished with M. Hendri cks. Do you have
anything else to present then in your case?

MR. MURPHY: Yes, Your Honor. Earlier today we
had proposed to attach an additi onal schedule to
M. Hendricks' supplemental verified statement that
was | abel ed for the record purposes as JPH-24 and it
was a letter from David Jarzensky of Nortel. After
a notion to strike or to oppose its adm ssion was
ruled on and Your Honor said that it could be
adm tted subject to the inclusion of a declaration
that | said would be forthcom ng, over the lunch
hour | have received a fascimle copy of a

decl aration of David Jarzemsky. And after
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di scussing it with the other counsel in the room we
have agreed that JPH-24 as it will be entered into
the record will consist of the declaration of David
Jarzemsky with the letter actually being an
attachment to the declaration. When | receive the
original of the declaration, | will mke a filing
with e-Docket to capture all of this, with Your
Honor's perm ssion.

MR. SCHENKENBERG: And | believe the record
notes that this is being received over Verizon
Wreless's objection.

JUDGE YODER: Correct. M. Lannon, do you have
any position, objection?

MR. LANNON: No, Staff has no position.

JUDGE YODER: Okay. M. Murphy, do you want
the original of the letter with the embossed --

MR. MURPHY: Sure, and | will take back so that
when | make the e-filing, although it won't show up
on the e-file, it will be an image of the original.

JUDGE YODER: Anything else to present then,

M. Murphy or M. Fodor?

MR. MJURPHY: No, Your Honor.
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MR. FODOR: No, Your Honor.

JUDGE YODER: Mr. Schenkenberg, you ready to
proceed with Respondents?

MR. SCHENKENBERG: We are, Your Honor, and we
woul d call John Clampitt as the first wi tness of
Verizon Wreless.

JUDGE YODER: M. Clampitt, would you raise
your right hand?

(Wher eupon the W tness
was duly sworn by Judge
Yoder .)
JOHN L. CLAMPITT
called as a Wtness on behalf of Verizon Wreless
and its constituent companies, having been first
duly sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MR. SCHENKENBERG:

Q Now, M. Clampitt, would you state your
full name for the record.

A John L. Clampitt, CL-A-MP-I-T-T.

Q And by whom are you enpl oyed?

A. Verizon Wrel ess
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Q And can you state your business address for
the record?

A Bui | di ngs address is 2785 M ssile Drive,

Wal nut Creek, California 94598.

Q And do you have before you a document that
Is the verified rebuttal testimony of John Clampitt?

A.  Yes, | do.

Q And what's the exhibit nunber at the top of
t hat document?

A Exhi bit Nunmber 1.

Q And was that he filed in this docket?

A. Yes.

Q And if | ask you those question today that
are contained in that testimny, would your answers
be the same?

A. Yes.

Q And are there schedules that are attached
to that document?

A. | believe so, yes.

Q Just identify the schedul es?

A. JC-1 would be it.
MR.

SCHENKENBERG: Your Honor, | move the
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adm ssion of Verizon Wreless 1 which is the
rebuttal testinony of M. Clanpitt and JC-1.

JUDGE YODER: Any objection, M. Lannon?

MR. LANNON: None from Staff, Your Honor.

JUDGE YODER: Any objection, M. Mrphy?

MR. MURPHY: No, Your Honor .

JUDGE YODER: M. Fodor?

MR. FODOR: No, Your Honor.

JUDGE YODER: All right. Verizon Wreless
Exhi bit Number 1 and Schedule JC-1 will be adm tted
into evidence in this docket.

(Wher eupon Verizon
Wreless Exhibit 1 was
admtted into

evi dence.)

BY MR. SCHENKENBERG:

Q Thank you. M. Clampitt, do you have
before you what has been | abeled the verified
response testinony of John Clampitt?

A.  Yes, | do.

Q And what's the date on that testimony?

A. Decenmber 8, 2005
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Q Did you cause that to be or did Verizon
Wreless file that on e-Docket?

A. Yes.

Q And if | asked you the questions today
contained in that document, would your answers be
the same?

A. Yes.

Q Are there schedules to that document?

A. There are. JC-2, JC-3, and | believe
that's it.

Q And what's the exhibit nunmber of that
document in the upper |eft-hand corner?

A Number 4.

MR. SCHENKENBERG:. Your Honor, | would move the
adm ssion of Verizon Wreless Exhibit Number 4 which
Is the verified response testimny of M. Clanpitt
and associ ated schedul es which were filed on
e- Docket .

JUDGE YODER: | have a schedule JC-4. Are you
not noving to admt that or did the witness m ss
t hat?

MR. CLAMPI TT: | m ssed that.
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request responses.

MR. SCHENKENBERG: Thank you, Your Honor.
moti on woul d include JC-4.

MR. CLAMPI TT: | amsorry, JC 4.

MR. SCHENKENBERG: Our motion does include
t hat, Your Honor. Thank you.

JUDGE YODER: Mr. Lannon, any objection?

MR. LANNON: No obj ecti on.

JUDGE YODER: Four and the acconmpanyi ng
exhibits. M. Fodor?

MR. FODOR: No obj ection.

JUDGE YODER: M. Murphy?

MR. MURPHY: No objection.

126

Cur

JUDGE YODER: Verizon Wreless Exhibit Number

and the schedule attachments JC-2, 3 and 4 will
admtted into evidence in this docket.
(Wher eupon Verizon
W reless Exhibit 4 with
Schedules JC-2, JC-3
and JC-4 were adm tted

into evidence.)
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MR. SCHENKENBERG: And we will tender the
wi t ness for cross exam nation, Your Honor.

JUDGE YODER: M. Murphy and Mr. Fodor, if you
want to proceed first?

MR. FODOR: You can go first.

CROSS EXAM NATI ON

BY MR. MURPHY:

Q M. Clampitt, nmy nanme is Joe Murphy. I am
representing some of the Petitioners in this docket,
and | have a few questions about some assertions
made in your supplemental -- | amsorry, your
verified reply testimony about the course of
dealings in this docket. | represent, as you may
know, four of the Petitioners here, Ham |l ton,

LaHar pe, McDonough and M d-Century. And | guess ny
first question is this. How |ong has Verizon
Wreless or any of the Verizon Wreless entities

been termnating traffic to HamIlton, do you know?

A. No, | don't.

Q And with regard to LaHarpe do you know?
A. No.

Q. The ot her two conmpanies, do you have any
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I dea?

A No.

Q Do you have any ball park as to how | ong
t hey have been term nating traffic?

A.  That would, I think, depend on when we took
ownership of the wireless conpanies in that area,
and it would al so depend on our routing, whether it
Is sent traffic or local traffic or whether we send
it through an interexchange carrier. It is really
hard for me to tell, but | would suggest probably
certainly for the |last year or two, yeah.

Q And so is it your understanding that the
entities that we are negotiating with have only been
a part of Verizon Wreless for the [ast year or two?

A.  We pick up licenses periodically. I
believe that nmost of the conpanies that function in
II'linois were originally owned by Ameritech and they
were spin-offs. So | amtrying to think back when
t hey were purchased.

Q Were they spun off as a result of the
SBC/ Ameritech merger?

A. Yes, | believe.
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Q So if | represented to you that that
occurred in 1999 would that refresh your
recol l ection?

A Yeah.

Q So would it be fair to say that those
entities have been a part of Verizon Wreless for
approxi mately six years?

A. | would say that for the Ameritech
conpani es, yes.

Q And do you know with regard to those
entities before the time they became part of Verizon
Wreless, do you have any idea how | ong they may
have been term nating traffic to these exchanges?

A. No .

Q Would it be your expectation that they have
been termnating traffic to those exchanges since
before the '96 Act?

A It is certainly possible.

Q To the best of your know edge has Veri zon
Wreless or any of the entities that are part of
Verizon Wreless now ever conpensated Ham | ton

County Tel ephone Co-op for any m nutes they have
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term nated?

A. No.

MR. SCHENKENBERG: Obj ection, relevance.

MR. MURPHY: The rel evance is that he talks
about a course of dealing here and how we are just
being fair and, you know, we are just being fair in
negotiating with the wireless carriers, when the
real deal here is that the wireless carriers keep
novi ng the bogey out just a little farther. So, you
know, oh, we just need to have this, we just need to
have t hat. But in fact then | think it is a fair
representation that the wireless carriers have never
conpensated any of these people. And the whole deal
here is that if we keep pulling the bogey out just a
little farther, they never well.

And | think it is relevant to the record
when he says that this is just a fair negotiation to
recogni ze that over the course of history since the
96 Act, before and since, nobody has ever been
conpensat ed, even though |I believe the witness wil
say when | ask himthat Verizon Wreless agrees that

conmpensation i s appropriate.
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JUDGE YODER: Well, while it is getting

argument ati ve the witness has already answered and

hi s answer was no. | think the court reporter got
it. So his answer is on the record so | will |et
hi s answer stand. | don't know if that's

necessarily an issue for us to address in
arbitration, but.

MR. CLAMPI TT: | would like to modify or add to
the answer in the sense that the rural telephone
compani es where they have billed us, and not all of
t hese conpani es have billed us, by the way, but for
t hose who have they have billed us at access rates.
They have never talked to us about something that we
woul d | ook at as a local interconnection reciprocal
conpensation rate. They have al ways been access
bills, which in nost cases we have disputed

BY MR. MURPHY:

Q | don'"t want to go on with this very | ong
because it is an underlying point. | don't know
that the whole point is in dispute. But very
briefly to the best of your know edge has Verizon

W reless or any of these entities ever paid
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term nating conpensation to any of the Petitioners

in this case?

A. No .
Q There was a period of time in Illinois when
there were some termnating wireless tariffs. Are

you famliar with the fact that those tariffs were
on file in Illinois?

A. Yes.

Q Do you know whet her you were billed under
t hose tariffs?

A. | believe one or two conpanies did bill. I
don't believe all of them did.

Q And did Verizon Wreless pay under any of
those termnating wireless tariffs?

A. No.

Q Under the ' 96 Act there is discussion of
reci procal compensati on and negoti ated agreenents,
right?

A. Yes.

Q Has Verizon Wreless or any of the entities
t hat are now part of Verizon Wreless to the best of

your know edge ever requested negotiations with
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Ham | ton County Tel ephone Co-op?

MR. SCHENKENBERG: Obj ection, relevance.

MR. MURPHY: Same response.

MR. SCHENKENBERG: Your Honor, we are talking
about pricing specific service that will be applied
to this contract. That's the |egal issue before the
Comm ssi on.

JUDGE YODER: Well, | will go ahead and all ow

MR. MURPHY: This is the last |ine.

JUDGE YODER: All right

MR. CLAMPITT: The answer i s no.

BY MR. MJURPHY:

Q And sane question with regard to LaHarpe
McDonough or M d-Century, has Verizon Wreless or
any entities under Verizon Wreless ever requested
negoti ati on of those conpani es?

A. No.

Q In your initial verified statement which is
captioned Verified Rebuttal Testinony, Exhibit
Number 1, woul d you please turn to pages 7 and 87?

At the top of page 8 there is a sentence that begins
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on line 130. Wuld you please read it into the
record beginning "In my"?

A. This is on page 87

Q Yes, on my copy. It is Iine 130.
A.  "Negotiated agreements are not relevant to
forward-1ooking costs under the Act. In nmy

experience the rates in negotiated agreements are
usual ly higher than cost-based rates established
under the Act in the FCC' s rules.”

Q Are you aware of any cost-based rates that
have been established for independent carriers under
the rules? Has any comm ssion, any state
comm ssion, to your know edge established cost- based
rates under the FCC s rules for any rural carriers?

A. | believe they have in Tennessee. | think
there was a recent situation where the conm ssion
did establish some rates in Tennessee. Certainly
there have been a couple of cases that were in
vari ous phases of arbitration where the parties
reached agreement but there were arguments prior to
that. So I am thinking North Dakota, South Dakota,

some of those states.
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Q Ot her than Tennessee is your answer that
you are not aware that any states have set those
rates?

A. | believe possibly some other ones have
t hroughout the south, but Tennessee | am fam i ar
with at |least. So Tennessee is the one | do know

Q Has t he FCC established cost-based rates
for any rural carriers, to the best of your
knowl edge?

A. No .

Q And when you say that the ones that are
negoti ated are higher than the cost-based rates,
what cost-based rates are you referencing?

A Well, I amthinking specifically again of
Nort h Dakota, South Dakota where there have been
vari ous representations of what costs were versus
what was originally asked for. And my belief is
that the parties reached an agreenment that was
probably higher than the cost-based rate.

Ot herwise, | think generally once you are into a
situation where we are today where people don't see

it through and say this is what my costs are or it
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Is a possibility that you say, well, maybe we have
reached some sort of agreenent here on what they
are.

Q Are the costs that you reference in your
testinony costs that are established by sone
comm ssion or costs as Verizon Wreless views them
to be?

A | think they would have to be costs that
are generated by a cost nodel.

Q So are these -- are the rates that have
been negotiated in other agreenments higher than the
cost- based rates established under nmodels you have
seen?

A | am aware that some models were used in
Nort h Dakota and South Dakota, and | believe that
those rates that the model generated were |ess than

what was agreed upon prior to an arbitration

deci si on.

MR. MURPHY: Okay. | have no further
gquestions.

MR. FODOR: | have no questions, Your Honor.

JUDGE YODER: Mr. Lannon, do you have anyt hing?
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MR. LANNON: | have one follow-up question.

CROSS EXAM NATI ON

BY MR. LANNON:

Q M. Clampitt, I am M ke Lannon, by the way.
| represent Staff. Good to see you here in
[lTinois. You just referenced the North Dakota and
Sout h Dakota conmm ssion set rates using model s?

A. Well, I don't mean to imply that the
comm ssion actually ruled on those. What | do
I ndicate is nmy understanding that cost models were
used in a presentation of arbitration and that the
parties settled before the comm ssion rul ed.

Q | understand. Those were forward-Iooking
cost nodel s?

A Yes.

MR. LANNON: Not hi ng further, Your Honor.

JUDGE YODER: Mr. Schenkenberg?

REDI RECT EXAM NATI ON

BY MR. SCHENKENBERG:

Q M. Clampitt, was Verizon Wreless involved
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t hat

A. | believe, yes. | was not

138

a?

i nvol ved in

, but one of my counterparts was.

Q You are not famliar with t

t hat?

A. No.

he results in

MR. SCHENKENBERG: Okay, nothing further.

Thank you.

M.

JUDGE YODER: Anything else, M

. Murphy or

Fodor? | can't imagine there would be based on

his questioning. M. Clampitt, you

j ust

(Wtness excused.)
MR. SCHENKENBERG. Can we go of
one m nute”?
JUDGE YODER: Sure.

(Wher eupon there was

t hen had an

of f-the-record

di scussion.)

(Wher eupon Verizon

may step down.

f the record for

W reless Exhibit 6 was

mar ked for purposes of
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identification as of
this date.)

MR. SCHENKENBERG: Verizon Wreless would cal
M. Don Wbod as its next w tness.

JUDGE YODER: Pl ease proceed, M. Schenkenberg

DON J. WOOD
called as a Wtness on behalf of Verizon Wreless
and its constituent conpani es, having been first
duly sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MR. SCHENKENBERG:

Q Can you state your full name for the
record, M. Wbod.

A.  Yes, ny name is Don J. Wbod.

Q And what's your business address?

A. 30,000 MIIl Creek Avenue, Suite 395,

Al pharetta, A-L-P-H-A-R-E-T-T-A, Georgia.

Q Do you have before you what is marked as
Suppl ement al Rebuttal Testimny of Don J. Wbod on
behal f of Verizon Wreless dated November 16, 2005,
amended December 9, 2005? | am sorry, that's the

Wrong one. | apol ogi ze. | know we did this in
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deposition.

Let me start over. M. Wod, do you have
what's been marked as Verizon Wreless Exhibit
Number 2 in the top left corner and | abel ed as
Rebuttal Testinony of Don J. Wbod on behal f of
Verizon Wreless, November 4, 2005, amended Decenber
9, 20057

A.  Yes, | do.

Q And is that a document that you prepared
for filing in this case?

A, Yes, it was.

Q Can you identify the schedules that are
associ ated with that document ?

A. There are nine schedules. Do you want me
to just descri be each one?

Q No, is it --

A. There are nine schedul es attached to that
testimony.

Q Is it DOW1 through DIJW 9?

A. That is correct.

MR. SCHENKENBERG: And, Your Honor, we did file

a verification for this docunment yesterday on
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Q M. Wood, if | asked you the questions

contained in Verizon Wreless Exhibit Nunmber 2

t oday, would your answers be the same?

A. Yes, they woul d.

Q I would move the adm ssion of Verizon

W reless Exhibit Number 2 including Schedul es

Exhibit 1 through 9?

JUDGE YODER: That's Exhibit 2 as anmended

Decenber 97?

MR. SCHENKENBERG: Ri ght, because it was fil ed

on Decenber 9.

JUDGE YODER: Any objection, M. Lannon?

MR. LANNON: None from Staff,

JUDGE YODER: Any objection?

MR. MURPHY: No.

MR. FODOR: No obj ection.

JUDGE YODER: All right. Exh
pl us and Schedules DIW1 through 9
into evidence in this docket.

(Wher eupon Verizon

Your Honor.

bit 2 as anmended

will be adm tted
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W reless Exhibit 2 with
Schedul es DIJW 1 t hrough
DIW9 were adm tted
into evidence.)
BY MR. SCHENKENBERG:
Q M. Wod, do you have what is marked as
Verizon Wreless Exhibit Number 3 and | abel ed
Suppl ement al Rebuttal Testinony of Don J. Wod on
behal f of Verizon Wreless, Novenmber 16, 2005,
amended Decenmber 9, 20057
A.  Yes, | do.
Q And does that document have any schedul es
associated with it?
A.  Yes, there are four schedules, DIW10, 11,
12 and 13.
Q And was the DIW 11 anended? Was there an
amended DJW 11 that was part of this latest filing?
A.  Yes, the Schedule DIW 11 that was filed on
Novenber 9 with this testimny is the amended
version.
Q December 97

A. Yes.
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Q And was this docunment prepared by you or
under your custody and control ?

A, Yes, it was.

Q And if | asked you these questions, would
your answers be the same?

A. Yes, they woul d.

MR. SCHENKENBERG: And, Your Honor, a
verification was filed for this again yesterday on
e- Docket. | would move the adm ssion of Verizon
W reless Exhibit Number 3, including DIJW 10, amended
DIW 11, DIW 12 and DJW 13.

JUDGE YODER: Any objection to the adm ssion of
Exhi bit 3 and Schedules DIJW 10, 12, 13 and 11 as
amended, M. Lannon?

MR. LANNON: None from Staff, Your Honor.

JUDGE YODER: M. Murphy?

MR. MURPHY: No, Your Honor.

JUDGE YODER: M. Fodor?

MR. FODOR: No obj ection.

JUDGE YODER: That Exhibit 3 and the four
schedules with the one as amended will be admtted

into evidence in this docket.
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(Wher eupon Verizon

W reless Exhibit 3 with
Schedul es DIJW 10, 11
Amended, 12 and 13 was
admtted into

evi dence.)

BY MR SCHENKENBERG:

Q Do you have what's been marked or what is
| abel ed as Verified Reply Testimony of Don J. Wbod
on behalf of Verizon Wreless dated Novenber 9,
20057

A Decenber 9, yes.

Q And is that improperly |abeled up in the

right-hand corner as Verizon Wreless Exhibit Nunber

37

A Yes, sSir.

MR. SCHENKENBERG:. That's my m st ake. I
apol ogi ze, Your Honor. This was e-filed on Friday

but if we can mark that as Exhibit Number 5 which
woul d be the next in order.
JUDGE YODER: Okay. So we are going to switch

the one to | ater?
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MR. SCHENKENBERG: If that's okay.

Q M. Wbod, was this docunment prepared by

you?
A Yes, it

Q And if |

was .

asked you these questions today,

woul d your answers be the same?

A. Yes, they woul d.

Q Are there any schedules to that document?
A. There are no schedules to this one

MR. SCHENKENBERG: | would move the adm ssion

of what's now been marked as Verizon Wrel ess

Exhi bit Nunber 5.
JUDGE YODER

5, M. Lannon?
MR. LANNON:
JUDGE YODER
MR. MURPHY:
JUDGE YODER
MR. FODOR:

JUDGE YODER

Any objection to Verizon Exhibit

None from Staff, Your Honor.
M. Murphy?
No, Your Honor.
M. Fodor?
No obj ection.

What is now changed and i s marked

as Verizon Wreless Exhibit Nunmber 5, somehow we

will reflect that

on e-Docket, will be admtted into
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evidence in this docket.

(Wher eupon Verizon Wreless Exhibit 5
was adm tted into
evi dence.)

BY MR SCHENKENBERG:

Q M. Wbod, have you had an opportunity to
review Mr. Hendricks' testinmony filed this past
Friday regarding discussions he had with a Nortel
representative?

A. Yes, sir, | have

Q Have you had an opportunity to review what
was mar ked as JPH-247?

A Yes, | have.

Q Wth regard to how switch costs are caused,
does this letter suggest that a Nortel DMS-10 as
costs that are caused differently from the kind of
switches that were at issue in the prior case that
led to the total report you reference in this
testi nony?

A.  The answer is no, but | don't have a copy
of JPH-24 in front of me. Borrow the Judge's copy.

The answer is no, it is not different.
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Q Okay. | am sorry. I n your opinion --
wel |, can you conpare what the letter says about how
Nortel switch costs are incurred w th what
M. Hendricks characterizes the letter as saying in
his testimny?

A. Il will try. What M. Hendricks says,
starting | guess about line 548, it is his
under st andi ng that the statement, which | guess is
this letter, will explain that every conmponent of
Nortel's DMS-10 switch is inpacted by the vol une of
switch traffic, thereby indicating that the entire
switch i s usage sensitive and thus supporting an
i nput value of one instead of a default val ue of
.07, which | believe should be .7, used in the
devel opment of the Petitioners' proposed rate.

And in fact | have read this several times
t hrough |l ast night and it actually doesn't say that
at all. It says that there are two ways to exhaust
t heoretically the capacity of a switch. One relates
to total traffic handling capacity which is in the
first paragraph and then the second is with a |ine

port. It says to a switch network port.
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What this really says is, as | read it,
exactly consistent with what the Conm ssion said in
Order Number 00-0700, and that is it is certainly
t heoretically possible to exhaust a switch based on
capacity. It is more likely that it will be
exhausted based on ports. And as | said in ny
testinony, certainly the Petitioners had the
opportunity to denmonstrate a capacity constraint,
but they haven't chosen to do that and this letter
doesn't do that. It just sinply really identifies
the two ways that theoretically a switch could be
exhaust ed.

Q There was a discussion that | had with
M. Hendricks earlier related to busy hour
assunptions. Were you in the room for that
di scussi on?

A. Yes, sir, | was.

Q And there was a reference to a page in the
portfolio of inputs filed that identified busy hour
usage. Do you recall that?

A. Yes.

Q And do you recall what that usage amount

Sul l'i van Reporting Conpany
Two North LaSalle Street Chi cago, Illinois 60602
(312) 782-4705



10

11

12

13

14

15

16

17

18

19

20

21

22

149
was for switches that would serve a thousand |lines a
mont h?

MR. MURPHY: Excuse me. Your Honor, | want to
state an objection. | think we are getting beyond
the direct exam nation that you were going to allow
on the letter in that statement.

JUDGE YODER: Can you ask him about his
testimony? | think I will sustain the objection.

BY MR. SCHENKENBERG:

Q Do you have before you, M. Wod, two pages
that are from Nortel's website?

A Yes, sir.

Q And can you identify --

JUDGE YODER: Excuse me, let me get that page
back before it gets lost in the shuffle and |I have
to hunt for it.

Q Can you identify what these two pages are?

A Yes. These are two printouts of two pages
fromthe Nortel.com website and in fact at the
bottom across the bottom of the page, you see the
address, the web address for these two pages.

Q And they relate to the DMS-10 Nort el
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product?

A. Both of themrelate specifically to DMS-10.

MR. SCHENKENBERG:. Your Honor, | ask that these
be marked as Verizon Wreless Exhibit 6. I had it
mar ked as 5 during the break. If we could have
those marked as Exhibit 6, | would move the

adm ssion of that Exhibit 6.
MR. MURPHY: Your Honor, may | voir dire the
wi t ness?

JUDGE YODER: Yes.

VOl R DI RE

BY MR. MURPHY:

Q M. Wood, my name is Joe Murphy. | have
spoken before. | represent four Petitioners in this
case.

A Yes, sSir.

Q | believe, and let me ask you to verify

this, that Exhibit 6 as it has been marked is made
up of two pages. The first one is titled at the top
"Nortel: Products: DMS-10 Carrier Class Switching
Systens: DMS-10 Configurations,"” and the second page

is captioned at the top "Nortel: Product: DMS-10
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Carrier Class Switching Systems: Overview." Have |

ordered them correctly?

A. Yes.

Q And I will refer to those as page 1 and
page 27?

A Sur e.

Q On page 1 there appears to be printing over
the side of the page. Do you see that on your
version?

A. Yes.

Q So | guess it is not clear to me what the
rest of the page is and | will just make that
observation for now unless you have some contrary
observati on.

A. | can tell you what's there, if you would
i ke.

Q | may ask you to do that. But before we
get there, you said that the URL addresses are at
the bottom of the page. You notice at the bottom of
t hose pages at the end of the URL before the print
date there is a dot dot dot?

A. Yes.
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Q Do you know what that refers to?

A. It probably refers to the fact that this is
truncated at the end. So I think to find these,
what you would need to do is go into
http://products.nortel.com And if you wanted to go
further, you could do the go and either the product
I's assoc.jsp or the product underscore content jsp.
Ei ther one of those is going to get you to these
pages.

Q And it is your belief that if |I put in a
the characters up to the dot dot dot that | could
actually get something back from which | could find
t hese pages?

A No. If you go all the way through where
t he dot dot dot is, you get -- | am sure there is a
technical name for the garbage out there, but you
don't need all that. In fact, you would create a

problemif you would put all that in. You need to

truncate this. Actually, | believe if you truncate
each address before the question mark, you will have
a reliable indicator. | actually got to both pages

just by going to http://products.nortel.com and it
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was pretty straight forward then at that point where
to find the DMS information.

Q But the URL address down there is basically
I nconplete, right, as presented on this page?

A. Well, | guess, yes and no. There is some
addi tional information that could go out to the
ri ght hand of this string, but you don't need that
information to direct -- to be directed directly to
this page, | don't believe.

Q And am | correct that page 1 appears to
have been printed today and page 2 was printed | ast
May ?

A It looks like there is a December 12 which
| guess is yesterday on page 1 and a May 3 date on
page 2.

Q Is it your understanding that that would
i ndi cate that page 2 is printed out in May?

A Yes. The footer is not actually part of
the html content. It is added on by W ndows when
the site is actually captured.

MR. VOR DIRE: That's all my voir dire.

JUDGE YODER: Anything, M. Lannon, you want to
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I nqui re about ?

MR. LANNON: Not hing from me, Your Honor.

JUDGE YODER: Mr. Schenkenberg?

MR. SCHENKENBERG: Not hi ng

JUDGE YODER: You are noving to admt...

MR. SCHENKENBERG: | am nmoving to admt, yes.

JUDGE YODER: ..these as a Joint Exhibit 6.

M. Lannon?

MR. LANNON: Staf f has no objection, Your
Honor .

JUDGE YODER: M. Murphy?

MR. MURPHY: And | have two objections. One of
them the wi tness could probably fix and that is that
we do not have a complete page 1 and my -- let nme
just state it this way. I have no objection subject
to having an opportunity to raise an objection if
page 1 when fully viewed raises some other factual
I ssue.

And then nmy only other objection to Exhibit
6 is because the URLs are inconmplete and because
page 2 | am not sure | could recreate because of its

print date, | am not really sure what these are and
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where they come from although |I have no doubt they

appear to be from Nortel and I am not really
gquestioning that. But | amnot sure | could find
them and recreate them

JUDGE YODER: Mr. Fodor, anything?

MR. FODOR: Not hi ng further, Your Honor.

JUDGE YODER: Well, I am going to allow them
in. We allowed in the letter to M. Hendricks
di scussing the DMS-10 system and the parties can
view these as to whether they help their
under st andi ng of that or my understanding of that.

So | will allow themin over the objection. | f

there is some |ater renewed objection or sonething,

you can bring that up.

MR. MURPHY: Thank you, Your Honor.
(Wher eupon Verizon
W reless Exhibit 6 was
admtted into
evi dence.)

BY MR. SCHENKENBERG:

Q M. Wod, | ook at the bottom of the text

page 1. There is a line that says Standard
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Configuration. | would just |ike you to explain
what t hat means and how that impacts the
representation in M. Hendricks' testimny that all
switched costs are dependent on usage?

MR. MURPHY:  Your Honor, | would like to
I nter pose an objection because the issue about the
number of |ines capacity, that |line of questions was
directed to M. Hendricks but it was not directed
towards his conversations with Nortel, as | recall.
And, therefore, | believe that this is beyond the
scope of the additional direct that you are
al | owi ng.

MR. SCHENKENBERG:. Your Honor, if | may, what a
Nortel representative has said as described by
M. Wood is there are two ways to exhaust. One is
t hrough lines and one is through ports. W believe
that M. Wbod can explain when you say a standard
configuration is 20,000 |lines, how does that inpact
t he question of whether you are going to exhaust
based on usage which is exactly what this letter is
about .

JUDGE YODER: | am going to allow a limted
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inquiry into this because it was raised at the |ate
date of the Nortel letter, but a limted inquiry
onto that last lines basically there, if that's able

to be done.

BY MR. SCHENKENBERG:

Q I have asked maybe the only question | want
to ask?
A, Well, there are -- actually there is a

reference on both pages. Nortel actually descri bes
the capacity of the systemin ternms of lines. They
don't describe it in terms of processing, in terns
of system call seconds or busy hour call attempts or
the like. The last |Iine on what we have marked as
page 1 refers to |line capacity.

Perhaps nore telling is on page 2 under the
header Key Features, the second bull et point which
tal ks about the switch's scaleability, it talks
about growth in terms of small to md-size |line
systens because that's what's scalable in this
system is the line ports rather than the processor.

The standard size processor on this switch, up to
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1,000 lines, already has the capacity as
M. Hendricks pointed out in the Hatfield |Inputs
Portfolio to handle ten busy hour call attenpts per
l'ine per hour fromall I|ines. So you woul dn't
exhaust that capability either in call attenpts or
in systemcall seconds before exhausting the
capacity of the lines.

And that's ultimtely what drives cost
causation under the FCC rules, what capacity will be
exhaust ed. | believe that's consistent with the
Comm ssion's order in 00-0700.

Q And having reviewed the letter froma
Nortel representative that M. Hendricks testified,
have you changed your opinion as to how the
Comm ssi on ought to address the allocation of
swi tched costs?

A. No, | think that the letter actually
val i dates exactly what the Comm ssion concl uded back
in 2002, and that is there are two theoretical
possibilities. One is nore likely than the other,
and a carrier that wants to have a rate structure

and show cost causation under the FCC rul es, that
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there is a capacity constraint on usage, has the
opportunity to do that, but they also have the
obligation to do that.

The Petitioners haven't tried to do that
here. And filing a letter that says a switch can be
designed with a finite mnute of use processor
capacity doesn't make that demonstration, either.

MR. SCHENKENBERG: Not hi ng further. And |
woul d tender the witness for cross exam nation. |
bel i eve you have all the exhibits admtted.

JUDGE YODER: Mr. Murphy or M. Fodor, whoever
wi shes to go first?

CROSS EXAM NATI ON

BY MR. MURPHY:

Q First of all, in your verified statements
you refer to Tier 1 carriers. Can you define what a
Tier 1 carrier is, please?

A Under the FCC rules | believe it is greater
t han 100, 000 lines or greater than some threshold of
revenue. | don't remenmber the revenue threshol d.

Q And you al so make reference in your

testinony to a Tier 1 area, | believe, or maybe that
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was somet hing that came up in our deposition. But

can you define what a Tier 1 area is?

A. [t's not -- you would have to show ne some
context. That's not really a termby itself that |
have used, | don't think. | mean, there is

certainly an area served by a Tier 1 carrier, but I
don't know what a Tier 1 area is without a context.
Q And | didn't put a page reference so |
won't do that. How many default inputs are there in

t he HAlI nodel ?

A. It depends on whether you count the
pre-processed soil type inputs. There are several
hundred user-define, and it changed by version, that
are listed in the inputs portfolio. There are many
nore than that if you go back to the underlying
geographi c data and geol ogical data that's in the
pre-processing | og.

Q And in case it affects your answer, when |
say the HAI model, | amreferring to HAl 5.0A. Does
t hat change the answer you just gave me?

A. No.

Q And i n your experience you have run the HAI
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for various Tier 1 companies?

A.  Yes, | have.

Q And in your experience when running the HAI
for a Tier 1 company approxi mtely how many of the
default values do you change or have you changed?

A. Well, | guess depending on the run it has
been as few as probably 10 or 12 and probably as
many as, subject to recall, probably 80 or so, quite
a few. But it varies fairly significantly by when
you put the nmoney in.

Q M. Wbod, do you recall that we took your
deposition in this case?

A Yes.

Q And we all showed up at the Comm ssion
offices in Chicago with a court reporter much as we
have here. And at that deposition |I asked you on
average how many of the default inputs did you
adjust in order to run it to your satisfaction,
referring to the HAI nodel -- and, excuse me, | wil
go back a couple of questions so you have some
cont ext.

"Q. How many Tier 1 carriers have you run
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it for?

A. Portions of the area of Bell South,
the former Bell Atlantic, the former Quest areas,
the former GTE areas and, trying to remenber it, it
corresponds very closely to the |ist of states,
proceedi ngs that we went through. | believe that's
all.

Q. On average how many of the default
i nputs did you adjust in order to run it to your
satisfaction?

A. 30 or 40 maybe, depending on the run
and the state."

Do you recall me asking you those questions
and you giving those answers?

A. Yes, yes.

Q And are those correct?

A. Yes, | believe they are. | think today you
asked me the range and | think the range is probably
-- could be as low as 10 to 12, could be as high as
70 or 80. But | think as an average, 25 or 30 is
probably about right.

Q In your verified statements you refer to
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recall that testimony?

A. Yes.

Q For what conmpanies -- and by the conpany |
mean the conpany purchasing this switch. For what
conmpani es have you reviewed those contracts?

A. Bell South and SBC.

Q Are those what you defined earlier as a
Tier 1 company?

A. Yes.

Q When you were referred to JPH-24, the
|l etter from Nortel this afternoon by your own
counsel, he asked you somet hi ng about whether this
was the sort of testinmony that was reviewed by the
Comm ssion in Docket 00-0700. Do you recall that
gquestion?

A. No, sir, | don't recall himasking that.

Q Well, let me ask you sonething different.
Were you involved in the docket you referenced
00- 07007

A. | was not involved.

Q And have you reviewed the testinony that

Sul l'i van Reporting Conpany
Two North LaSalle Street Chi cago, Illinois 60602
(312) 782-4705



10

11

12

13

14

15

16

17

18

19

20

21

22

164

was put before the Comm ssion in that case?

A. | have reviewed the order. | have not
reviewed the testimony.

Q So is it fair to say that you don't know
other than what is directly referenced in the order
what evidence was put before the Conmm ssion in that
case?

A. That's correct.

Q And in the -0700 case, | will call it, the
same case that we were discussing?

A. Yes.

Q Was the choice before the Comm ssion
whet her to allow SBC Anmeritech to have switching
costs or no switching costs?

A.  Well, they have switching costs. \What the
Comm ssion says in its order doesn't change whet her
t hey have costs.

Q Well, does the Comm ssion allow themto
charge for switching costs in sonme fashion?

A. They allowed them to recover those costs on
a non-traffic sensitive basis, based on a concl usion

that | understand that there was not a traffic
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sensitive cost causation associated with those
costs.

Q So in that case, while they did not recover
on a mnute of use basis or a mnute of use basis,
they did recover the switching costs according to
t he Conm ssi on order?

A. That's right. The question there for
unbundl ed switching was how to charge for sonme
collection of switching. The question here is are
there incremental costs that are caused by the
term nation of these calls. And if the costs in
terms of causation are non-traffic sensitive, then
the answer to is there increment cost is no. And
that's what would be included here. 1t is not a
guestion of do the conpanies get to recover the
cost. They recover them through some structure or
anot her. The question is whether there is an
i ncremental cost and an incremental charge that
shoul d be applied to reciprocal conmpensation.

Q Earlier today there were some questions
from M. Schenkenberg to Mr. Hendricks with regard

to the Nortel letter that had to do with whet her a
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rempte were included in the DMS carrier class
switching system Do you recall those questions?

A. I think he asked him whether there was

processing capability in the remote, was the

question that | recall.

Q | don't recall the question that way so |
guess | can't go forward with you. | have one ot her
question that | wanted to go back, and |I am sorry |

am back at your deposition again and | apol ogize for
ski pping forward and back. I am now carrying on
fromthe | ast place where | ended the reference to
the testimony. Your |ast answer that | had read was
"30 or 40 maybe, depending on the run and state."
The next question:

"Q. And do you recall what the most that
you ever adjusted were for a particular company?

A. No, | don't.

Q Do you recall what the fewest is that
you adj usted?

A. No, | don't. They would all have been
in that 30 to 40 range."

Do you recall me asking those questions and
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giving those answers?

A. | do, and | gave those answers subject to
recall, as | have today. And the answer is it
varied significantly by state and i ncome.

MR. MURPHY: Okay, | don't have any further
questions for you. M . Fodor?

JUDGE YODER: Mr. Fodor, anything further?

MR. FODOR: | have just a few, if | may,
pl ease.

CROSS EXAM NATI ON

BY MR. FODOR:

Q Good afternoon, sir. | won't introduce
nysel f because | think we met before at the
deposition. Let me just junmp right in.

A. Yes, sir.

Q Have you ever been to Marseilles, Illinois?

A. | have not.

Q Do you know how many el ectric conpanies
there are that serve Marseilles, Illinois?

A. Do not.

Q Do you know how many cabl e conpanies there

are that serve Marseilles, Illinois?
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A. Do not.

Q Have you ever been to Metanora, |llinois?

A. Not to my knowl edge.

Q Do you know how many el ectric compani es
there are that serve Metanmora, Illinois?

A. No.

Q Do you know how many cabl e conpanies there
are that serve Metanmora, IIllinois?

A. No.

Q Have you ever been to Grafton, Illinois?

A. Not to my knowl edge.

Q Do you know how many el ectric conpanies
there are that serve Grafton, Illinois?

A No, sir.

Q Do you know how many cabl e conpanies there
are that serve Grafton, Illinois?

A. No, sir.

Q Have you ever been to any of M. Murphy's
clients' | ocations either?

A Not to my knowl edge.

Q Do you know how - -

A. | have driven end to end and crosswi se
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t hrough the state, but | don't know that | have
stopped in any of those areas.

Q | think during the deposition you indicated
you spent some time in Chicago and Rockford and that
woul d probably be the Iimt of your stops?

A. Those are nmy stops because that's where mny
wife has famly. That's right.

Q And to your know edge Mr. Murphy doesn't

represent anybody that serves Rockford?

A | don't believe he does.

Q Or Chi cago?

A | don't believe so.

Q At least not in this proceedi ng?

A. Well, that's my understanding.

Q Nor do I, right? | asked you about ny

specific three.

A. | will accept your representation.

Q Do you have an understanding fromthe
di scovery material received about the size of the
Petitioners' access |ine counts?

A. | have somewhere a |ist of access l|ine

counts. They range a bit.
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Q | really don't want to know specifically.
Do you have a general sense of how | arge they are?

A. Low hundreds to | ow thousands is a rough
range.

Q Okay. I am going to read this which I
don't normally do. Have you ever devel oped
forward-1 ooking rates for transport and term nation
for a rural tel ephone conpany with 500 or fewer
access |lines?

A No, because | don't think there is a nodel
in existence to do that, that's capable of doing
t hat.

Q Have you ever devel oped forward-1 ooking
reci procal conmpensation rates for transport and
term nation for a rural telephone conpany with
access |lines rangi ng between 500 to 1,0007?

A. Same response, | don't think there is a
nmodel that is in existence today that could be used
for that. So, no.

Q Have you ever devel oped forward-1| ooking
reci procal compensation rates for transport and

termnation for a rural telephone company of fewer
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Q If I can switch your attention to the thing

t hat we have been spending our time on today,

switching rates?

A. Yes, sir.

Q Am 1 correct that your position is that

switching rate should be zero?

A. It is my position that pursuant to the FCC

rules the switching rate has to be based on costs

that are incremental to the tasks the Petitioners

are asked to perform when they transport and

term nate a call. If there is no i

traffic sensitive cost, then there

traffic sensitive rate.

proceedi ng i s adopted,

ncr enent al

is no basis for

Q Yes or no, if your proposal in this

Verizon Wreless will pay

zero for switching, for termnating the call?

A. That's correct because it will cause no
incremental costs.
Q How will the rural LECs recover the costs

of

swi tching under your proposal ?
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A Exactly the same way that they do now
because in terms of the task of conpleting Verizon's
call, there are no new costs created. So there are
no new costs to be recovered. So in terms of the
costs that you have, whether or not you return any
of these calls for Verizon, you would recover those
i n whatever manner that you recover them today. No
I ncremental costs, no incremental charge is the
choi ce.

Q Oh, | do have some nmore, | apol ogize. I
was al nost done with you. | think at the deposition
| asked you if you could identify what other nmodels
are out there for devel oping reciprocal conpensation
rates for transport and term nation?

A. | generally recall that we tal ked about
t hat, yes.

Q Okay. I can show you the transcript if you
need to. But if you can remenmber, that would be
fine, too. Can you tell us how many are there and
can you name them, the primary models recognized in
the --

A. Oh, | amsorry, | thought you were just
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asking if | remenmbered we tal ked about that.

guess what's known as Tel cordia, what used to be the
Bell core switching cost information systems, SCIS or
SCI'S, is one of the primary switchi ng model s. Some
of the Tier 1 LECs, RBOCs, have devel oped their own
switching models in the |ast few years based on
SCI'S, rather than continue to pay Telcordia for it.
So there are some variations on it. SBC has a
variation on the SCIS, too, in ternms of a switching
nodel .

In terms of forward-1ooking network nodel s,
| believe | mentioned NCAT, another Bellcore nodel.
| am not sure | remenmber any others right off hand.

Q I think | have | ost a page. Bear with me
just a second, Your Honor. My coll eagues tell me
t hat you have remembered everything today that you
had remenbered on the day of the deposition.

A In some ways that's reassuring to me.

Q So if I can go back to the first model you
mentioned and you called it Telcordia and then you
called it a couple other things?

A Well, it's a Telcordia sponsored nodel, but
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it says CIS.

Q Wwell, | have a very sinmple question. \What
would it cost my client, Marseilles Tel ephone
Conpany, to obtain the rights to use that nodel ?

A. Not hi ng.

Q Have you used that model in the past?

A. Yes.

Q Do you know what it costs you or your firm
to acquire the right to use that nodel ?

A | didn't have to with this one. | used it
-- it was being presented in the context of
regul atory proceedi ngs where the parties to the
proceedi ng had the opportunity to run the nmodel.

Q Is it available for free?

A Is it available for free, no, it is not
avail able for free.

Q Can | go to Best Buy and buy it off the
shelf for 49.997?

A No.

Q Does it cost substantially more than that?

It would cost me as a non-I|LEC

substantially nore than that. And in ternms of what
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it would cost one of your clients, | don't know.
That is something that Telcordia holds pretty close
in terms of their ILECs and things

Q Do you remenber responding to this |line of
questioning during the deposition?

A Yes.

Q Do you remenber what you told us then?

A. | remenber that | told you that | didn't
know what it would cost the |ILECs. But when | tried
to license it as a non-I|LEC and as someone who was
not working for an ILEC at the time, Telcordia
qguoted me a very large nunber, like a mllion dollar
number, primarily to get rid of me, | suspect. But
again | don't know what the licensing dues are for
the | LEC because they don't disclose that at all

Q Do you have any way of knowi ng what the
number would be if you were an | LEC?

A No, | have no way to know. Like | said,
Tel cordia holds that information very, very close

Q Wiy do you believe it would cost you nore
or less if you were an |LEC?

A. Wiy do | believe it would cost me?
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Q Well, you have responded to my question by
sayi ng we have a ballpark for or what it would have
cost you as a non-I|LEC?

A. Or what was quoted, that's right.

Q There is an underlying theme there where
you are suggesting it m ght cost a different amount
if you were representing an ILEC. MWhat's the basis
of --

A Well, 1 know for a fact that it does cost
somet hing different to an | LEC, because when | was
doi ng service costs for Bell South, | was invol ved
with what was at the time Bellcore in terms of they
had not only this nodel but several others. See if
| can remember them  Cards/ SCADS,

C-A-R-D-S/S-C- A-D-S and al so NCAT NSA and at | east
one other digital data too many. And | had an
ongoing relationship with the Bellcore people at
that time and it was very much comon know edge t hat
there was a company-specific charge. It is akin to
the secrecy that surrounds how much switching

manuf acturers charge each ILEC. They charge

di fferent amounts and they are very careful about
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not letting one company know what the other is
paying. But in my contact with Bellcore it was very
clear that there was a different price by ILEC
i ncluding a nunber of factors, including if that
| LEC was |icensed from Bellcore

Q Any i dea whether the difference would nove
the decimal point to a range that a small conpany
woul d reasonably afford?

A.  That | don't know.

MR. FODOR: That's all the questions | have.

JUDGE YODER: Mr. Lannon, do you have any
gquesti ons?

MR. LANNON: Yes, | have a few questions.

CROSS EXAM NATI ON

BY MR. LANNON:

Q Good afternoon, M. Wod. Welcome back to
[11inois.

A. Thank you.

Q Different |location this time. | have a few
gquestions in three separate areas. The first area |
woul d Iike to address is the issue of averaging

mul tiple ILECs' costs.
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A Yes, sir.

Q And if you would turn to your rebuttal
testinmony, or if you recall, starting on roughly
page 11 through page 15 you address the Petitioners'
use of an average to derive their proposed
reci procal comp rate, correct?

A. | specifically tried to respond to
M. Hendricks' assertion that by averaging, the
error will somehow be elim nated, and that's just
not the case.

Q Okay. So | take it then that it is your
opi nion that an average, a nmultiple ILEC costs are
i nappropriate under the '96 Act and the FCC rules,
woul d that be a correct presunption?

A. Yes, sir, | am sorry. In fact, if you go
on, starting on page 1 carrying on to 13, | cite
specifically to the Act and the part of 252(d)(2)
that refers to how rates must be set based on costs
associated with the transport and term nation on
each carrier's network facility which |I believe
woul d preclude this averaging process

Q Ri ght. Thanks for pointing that out. But
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if the Comm ssion were to disagree with you
regardi ng using an average of nmultiple |ILEC costs,
woul d you have an opinion to offer the Comm ssion on
t he nost appropriate set of |ILEC costs that shoul d
be averaged if the Comm ssion is going to use an
average? And by the npbst appropriate set, | wil
give you a few exanmples and if you can think of any
ot hers, that would be fine, too.

A. Sur e.

Q One set would be, probably the obvious, is,
one, the Petitioner conpanies. Another set would be
perhaps a |l arger set of small rural ILECs. Any
ot her set that you can think of that you would think
woul d be most appropriate if the Comm ssion was
going to use an average?

A.  Understood, with that caveat.

Q Ri ght .

A Let me go backwards, | think, from your
exampl es. The |l arger group of conpanies is the one
that | essentially would not use because that is
goi ng on, even if accurately cal cul ated, going to be

| east relevant to the costs that should be under
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consideration. | guess taking it down to the |ist
of menmber compani es or Petitioner conpanies, | would

| ook at that group but then I would want to put it

it through one nore filter, if you will, and that is
| ooki ng at the cost nmodel that | was using, |ooking
at the results that | was getting. If there was a

result that was a pure outlier based on how the
model was cal cul ating the cost, if the nodel had a
flaw that was triggered by that conpany's
configuration, that's probably a conpany that |
woul d renpove fromthis data set. So | guess the
nost preci se answer to your question is that subset
of Petitioner companies for which I believed |I had
the most reliable cost data, would be ny answer to
whi ch ones, if there were going to be averaging.

Q Okay. Again |l ama little -- | got a
little confused with the reference to the outlier.

That would be a statistic within the set of costs

t hat would be out of line with the rest of the
costs?
A. Yes, and | will put one npbre tag on that.
Q Okay?
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A.  And that is based on what | knew about how
t he model cal cul ated cost and what | knew about that
conpany's characteristics, that |I was able to
identify that there was a problemwi th the model
t hat was specific to that conpany, that would cause
us to rempve that fromthe data sets. In fact, we
have such a conpany, LaHarpe in this case. That is
when you | ook at the cost results, whether they are
m ne, M. Hendricks' or a conmpany's, it is an
outlier. It also has a unique network configuration
t hat causes or really exaggerates a particular error
in the HAI that causes it to be an outlier. Knowi ng
that, | would not want to include that particular
data point in the average because | know there is a
problem | know why there is a problem and that's
when | would want it renoved fromthat set.

Q Okay, thanks a | ot. Let's nmove on to a
di fferent subject here. Actually, before |I move on,
one | ast question on the average and once again
assum ng hypothetically that the Comm ssion was
going to use some sort of average of the

Petitioners' individual costs -- well, never m nd, |
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t hink you have already answered ny | ast question. I
will withdraw that and | will nove on to common cost
al l ocati ons.

| believe you have testified and you have
just pointed to one place where you have regarding
reci procal comp requirenments in the '96 Act and the
FCC rul es and you have also referenced what we call
here in Illinois the SBC TELRI C or TELRI C UNE case?

A Yes, sir.

Q 96-0468?

A. | believe that's right.

Q And are you famliar with the comon cost
all ocation the Comm ssion set in the SBC TELRIC
proceedi ng?

A. As a percentage?

Q Yes.

A. | am not . | would want to put out a point.
Based on my experience conmparing percentages,
especially comon cost allocator percentages, should
be done with some trepidation because it really
depends on what that percentage is being applied to.

In the case of HAlI there is a | ot of assignment of
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costs that could be included in a common cost
al l ocator type percentage but have already been
directly assigned in the model. So you need to | ook
at, you know, by category of costs what's in and
what's out before you just apply the same
per cent age. Because the base that's it's being
applied to could be very different, depending on how
costs were assigned.

Q Okay. Going back to the SBC TELRIC
proceeding, and | take it you reviewed that order to
at | east some degree?

A Yes, sir.

Q Based on your reference to it in your
testimony?

A.  Yes, sir.

Q Does a 20 percent cost allocation sound
fam liar to you based upon your prior review?

A | don't remember. That's probably the high
end of the range of typical allocators that were
bei ng adopted at that time, but that could very well
be the nunmber. But before | applied it, | would

want to know -- | ook at the base that it was being
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applied to and then conmpare it to the base that was
bei ng cal cul ated and assi gned.

Q Is it your opinion that a reasonable common
cost allocation should be applied to the rates that
are going to be set in this proceeding for a
reci procal comp rate?

A. Yes. In fact, they are -- internal to the
nodel there is such an allocation.

Q And have you -- are those default inputs in
t he model ?

A. There are defaults for this assignment.

Q Are you recomendi ng any changes to those
defaul ts?

A No, sir, | am not. But again what's
essential is |ooking at -- when we talk about common
costs as a broad term | probably did literally 40
or 50 of these early arbitrations in UNE cases
around the country and there was a very wi de range
of, by state and by conmpany, what got put into that
common cost bucket. So in some states you will see
a 20 percent common all ocation being applied to a

base of costs that didn't have a whole | ot of that
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stuff added in. Then you | ook at Bell South
actually produced a cost study where they said
common cost allocation should be only five percent
because a | ot of what could have been in that common
cost bucket they had already assigned in the nmodel.
So you really --

Q Yeah, | understand what you are assigning
It to is just as inmportant as the percentage you are
assi gni ng?

A. Yes, because it depends on what you put in
as commpon versus assignment and that's a pretty
I mportant coment .

Q Il think I will nove on to the | ast subject
area. You have reviewed Staff w tness M. Koch's
i nput changes to the HAlI models, default inputs,
haven't you?

A. Yes, sir, | have

Q And what is your opinion regarding those
i nput changes M. Koch has reconmended?

A | can go back through the list. | know
there are some on which we agree and there were a

coupl e on which we di sagreed. I think most of the
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di sagreement went to inputs that ultimately don't
i mpact the particular results, the traffic sensitive
common costs -- | am sorry, traffic sensitive common
transport costs or any traffic sensitive switching
costs, depending on that assignnment. You know,
there are an awful [ ot of inputs that either inpact
only |l ocal portions of |ocal |oop cost in terms of
feeder distribution or explicitly per line elenments
that are non-traffic sensitive, and there were
several of those that we didn't agree on. But they
don't affect the results.

Q Okay. Let's look at one specific one.
think he had it numbered Number 16 in his testinmony
and -- oops, got the wrong piece of testinmony.

JUDGE YODER: Off the record for a second.

(Wher eupon there was
t hen had an
off-the-record
di scussion.)
BY MR LANNON
Q Yes. If you could turn to page 4 and under

Number 15 distribution plant cable fields M. Koch
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recommended an input change to a flat value of 80
percent. Is that a correct characterization of his
recommendati on?

A. | believe that's right. That's not on
t his.

Q That's not on page 75?

A. | think that refers to an AT&T witness's

testi nony.

Q Yeah, | am sorry. I was confused.
| ooked at the wrong -- | led you to the wrong
number. First, | would Ilike to deal with Number 16,

Copper Feeder Plant Field, excuse ne, and that's
where M. Koch recommended a default change of 70
percent to 80 percent. And you are right, we were
relying on an AT&T witness in the Illinois USF
proceedi ng.

A.  That's right.

Q Is it your opinion that M. Koch's fl at
rock value of 80 percent is an appropriate change to
t hat default input?

A. It is my testimony that it will make no

difference at all to either the comon transport or
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the switching costs. The only way that feeder

i nputs can inpact common transport switching is for
a fiber feeder that is assumed to be for the route
that is shared with comon transport. There is no
assunmption in the nodel that copper feeder will ever
share a route with transport facilities and,
therefore, no way that copper feeder input
assunptions will impact end office transport

cal cul ation tonorrow.

Q And moving on to 17, in the Illinois USF
case once again the AT&T witness proposed to update
values for the inputs to reflect the fiber cable
prices available at that time for the fiber cable
i nvest ment and feeder and interoffice input. In
this proceedi ng would you recommend -- oops, that's
it.

JUDGE YODER: We will take a break here for a
few m nutes.

(Wher eupon the hearing
was in a short recess.)
JUDGE YODER: All right. Ready to go back on

the record?
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MR. LANNON: Yes, Your Honor.

JUDGE YODER: And you are still sworn, M.
Wood, and | think you are still questioning
M. Lannon.

BY MR. LANNON: That is correct.

Q M. Wbod, turning once again back to, it
woul d be page 25 of M. Koch's testimny, Nunmber 17,
the fiber cable investment and feeder and
interoffice reconmendati on, could you just offer,
provide us with your opinion on M. Koch's
recommendati on there? What he is proposing to do is
revert to the default val ues because there is no
evidence in the record in this proceeding that would
|l ead himto any other recommendati on.

A. Ri ght, and | don't have any further
evidence to offer you either. So that's a
reasonabl e position, | think, for him

Q Okay. Let's turn back to page 24 on 15,

Di stribution Plant Cable Fields. I would ask you
the same question. Could you offer your opinion or
provi de us your opinion on M. Koch's reconmendation

here which is to update the default value to a fl at
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val ue of 75 percent?
A. It will be the same for distribution as it
was for copper feeder, and that is that it has no
I mpact on the cost the nmodel cal cul ates for

interoffice transport or for |ocal sw tching.

Q OCkay, thank you. If I could just have one
second?
(Pause.)
If we could turn to -- no, | am sorry.
That's it. We have covered everything?

JUDGE YODER: All right. Mr. Schenkenberg, do
you have any?

MR. SCHENKENBERG:. Thank you, Judge.

REDI RECT EXAM NATI ON

BY MR. SCHENKENBERG:

Q M. Wbod, you were asked some questions
about use of averages and you identified LaHarpe as
a company that you saw as an outlier. Can you
explain what it is about how the model deals with
the LaHarpe situation that makes it an outlier as
conpared to the other compani es?

A. Yes, sir, | think I can. LaHar pe has a
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different network configuration than the other
conpanies, in that it is the only one with a host
and a single renpte attending that host in terms of
its local switching infrastructure. \What the model
does is it actually builds an OC3 fiber ring to
connect hosts and renotes.

For a large Tier 1 company with | ots of
remotes attending a host, that's probably, you know,
that's a reasonable m nimum size for that facility.
For LaHarpe with a single remote and | think |ess
than 100 lines attending that renmote, that's a
pretty gross overbuild for what's actually needed.
What's actually needed is probably one or two DSls
to actually be the, what's called, the umbilical
bet ween the host and renote. | nstead, the nodel is
building a full OC3 fiber ring with just those two
end points on it.

The next thing the model does is it
connects all of the either stand-alone switches or
hosts to the tandem that they home on with at a
m ni mum an OC3 fi ber ring. It can be scal ed upward

if the traffic demands it but in this case it
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doesn't. We are tal king about relatively |ow
traffic volumes, both between the host and renmote
and between the host and the tandem.
So what we have got here is a configuration

that really triggers the greatest overbuild by a
wide margin by the model because it is actually
buil ding to connect these three |locations, tandem
host, renote. It is building two i ndependent
conplete OC3 fiber rings to do that. And that's
obviously not what's required, given the traffic
vol unmes involved because that's the m ninum size
facility the model constructs. For this kind of
configuration it just goes off the charts in terns
of overbuild.

Q You were asked a series of questions by
M. Fodor as to whether or not you know how many
cabl e compani es or electric conpanies are in various
service territories of the Petitioners. Do you
recall those questions?

A Yes, sir.

Q And | believe in your rebuttal testinony

you address the issue of cable and electric
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conmpetitors who are providers in your area starting
on page 38. If you can take a | ook at that and tel
me if that's the spot or if there are other spots
where you tal k about that issue in your testinony?

MR. FODOR: Your Honor, while he is |ooking, |

think I will object because this is supposed to be
redirect, right? | asked a sinple question. The
wi t ness said he didn't know the answer. | don't

think it is appropriate to go back through and
recite rebuttal testimony.

JUDGE YODER: | am going to allow it briefly
based on the fact that he did somewhat in his
testi nony address cabl e conpanies, | believe it was,
cabl e conmpanies in sharing facilities. So I am
going to allow a brief foray into this.

BY MR. SCHENKENBERG:

Q My only question would be for M. Wod as
to whether the presence or absence of a certain
number of cable or electric providers in these areas
matters to him as he makes recommendati ons about
forward-| ooking assunpti ons about sharing?

A. Well, it doesn't for the reason that when
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responded to Mr. Hendricks in this part of my
testi nony, he suggested that HAI is assum ng that
structures being shared by multiple entities,
i ncluding not just the tel ephone conmpany but
non-telecomentities, and that's not at all what the
model is assum ng. That's not what's inplied or
explicit. All that is assumed is that structure
costs can be shared by something other than basic
| ocal tel ephone service. That m ght be anot her
non-telecom service |like a video service, for
exampl e, that's offered by the |Iocal exchange
conpany that would pick up part of those facilities
or it mght be a facility that is an unaffiliated
entity. But the nmodel doesn't assume that there are
going to be electric or cable facilities placed at
the same time as telecomfacilities. It sinply
recogni zes the fact that there may be nultiple uses
of these facilities and that the costs should be

recovered over those multiple uses.

MR. SCHENKENBERG: Thank you. | have not hing
further.
JUDGE YODER: Any -- do you need a noment, M.
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Fodor ?

MR. FODOR: | think | do.

JUDGE YODER: Okay. Do you have any
surrebuttal testinmny?

MR. FODOR: | think I need to recross based on
the redirect.

JUDGE YODER: Okay.

MR. FODOR: M. Murphy is |ooking at his book
so | amgoing to lien this way so you can see me.

RECROSS EXAM NATI ON

BY MR. FODOR:

Q Do you have in front of you M. Hendricks'
materials from his verified statement, specifically
Schedul e --

JUDGE YODER: Define material.

Q Schedul e JPH-1, the input portfolio, HAI

i nput portfolio?

A Yes, | have my original 1998 vintage copy
ri ght here.

MR. SCHENKENBERG: | don't believe that
Schedule 1 is the portfolio. Isn't Schedule 2

the --
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MR. MURPHY: Yes, it is Schedule 2, JPH-2.

MR. FODOR: Did | identify the wong one? |
apol ogi ze.

BY MR. FODOR:

Q You said you have got an original vintage.
Are the page nunbers going to be different?

A. | don't think so.

MR. SCHENKENBERG: I f need be, | can walk m ne
over to him

A. No, the item nunmbers are the sane.

Q I am | ooking at page 93 and it would be
section nunmber 4.4.24 and the title on the section
is Interoffice Structure Sharing Practice?

A. Yes.

Q | believe in response to your attorney, a
gquestion from your attorney, you were just talKking
about the tel ephone company sharing the facility
with its deregul ated self with an offering by
itself, a deregul ated offering?

A. That's one possibility, yes.

Q If you | ook at the |last sentence in the

section that | have directed you to, is that one of
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the items that's |listed as candi dates for sharing?

A. The sentence ends with "and ot hers.™
don't think there is anything that purports here to
be an exhaustive |ist. This certainly lists some
unaffiliated entities that are possi ble sharing
opportunities. But in ternms of what's appropriate
as an input and the reason that | use the 50
percent, | did change the default input from 33 that
you see at the top of page 94 to 50 which increases
the cost, but the appropriateness of that input can
reflect an unaffiliated entity such as what's |isted
here. It can reflect another use of those
facilities other than basic tel ephone service by the
sanme entity. So it would be appropriate to treat
the cost recovery for those facilities in this way.

Q Are you famliar with the Conm ssion's cost
allocation rules for small tel ephone compani es?

A.  This Comm ssion?

Q This Comm ssi on.

A. I don't think so

Q Have you checked to see if there are such

rul es?
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with -- that's a different set of books and it

woul dn't affect conpliance with the FCC rules in

terms of forward-|ooking cost cal cul ati ons.

MR. FODOR: That's all | have

JUDGE YODER: Can | -- | want

to ask one

guestion just to make sure | understood what you

just said.
EXAM NATI ON
BY JUDGE YODER

Q You i ndicated you are on,

think it is,

4.4.24 is the one you asked hi m about, which

i ndi cates a default of .33. Did you indicate you

changed that in your run to .507?

A. That's correct. The .33 suggests three

entities, affiliated or unaffiliated, three

198

di fferent uses anong which the costs are going to be

shar ed. And | moved that to 50, so that's two

possi bl e uses.

Q And if you recall M. Hendricks in your

testinony you indicated had it at 1.07?

A.  That's right, which would suggest that
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there is no other possible cost recovery of those
facilities.

JUDGE YODER: Starting to get it, okay.

MR. FODOR: You are keeping up, Your Honor.
You don't need that assistant. Well, he is gone
anyway.

JUDGE YODER: Do you have anything, M. Muirphy?

MR. MURPHY: No .

MR. FODOR: If I could ask for a point, all the
t hi ngs that have been late-filed, | didn't remember
hearing this norning the amended Schedule DIW 11.

MR. SCHENKENBERG: We identified that on the
record.

MR. FODOR: As long as it got in, | am happy.
| just wanted to make sure the record had the nost
updat ed numbers. Thank you.

JUDGE YODER: All right. That should be it for
you.

(W tness excused.)
Anyt hing else, M. Schenkenberg?
MR. SCHENKENBERG: Not hi ng further.

JUDGE YODER: Mr. Lannon or Ms. Brown, anything
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on behalf of Staff?
MR. LANNON: Yes, Staff would call Dr. Genio
St aranczak.
(Wher eupon there was
t hen had an
off-the-record
di scussi on.)
(Wher eupon the Wtness
was duly sworn by Judge
Yoder .)
JUDGE YODER: All right. M. Lannon?
GENI O STARANCZAK, PhD
called as a Wtness on behalf of Staff of the
[11inois Commerce Comm ssion, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY MR. LANNON:
Q Coul d you please state your name for the
record, spelling your |ast nane.
A.  Yes, ny nanme is Genio Staranczak. First
name is GE-N1-O Genio, Staranczak,

S-T-A-R-A-N-C Z- A- K.
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Q And by whom are you enpl oyed?

A. By the Illinois Commerce Comm ssion.

Q And what is your position with the Illinois
Commer ce Conmm ssi on?

A Princi pal Econom st in the
Tel ecommuni cati ons Di vi sion.

Q And do you have before you a document
consi sting of a cover page, 17 pages of Q and E, a
verification attached to the back which is | abel ed
| CC Staff Exhibit 1.07

A.  Yes, | do.

Q And are there any attachnments or schedul es
attached to that?

A. No.

Q Was ICC staff Exhibit 1.0 prepared by you
or under your direction?

A, Yes, it was.

Q And do you have any changes to make to | CC
Staff Exhibit 1.0 today? And | think | would point
you to page 6 first.

A. Yes. Page 6, |ine 18.

Q Is that line 1187
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A 118, sorry. The sentence that reads, and I
will just read the | ast part, "spent over a year
deci ding what for SBC," the "for" should be
el i m nat ed.

Q And do you have any other changes?

A. Yes, | do. On page 13, line 272
approxi mately, it goes something |like "they would
have filed their own costs study," should be "cost
study. "

Sane page, page 13, line 279, the first
answer, "No," and it says, "Non-traffic sensitive
were driven up," should be "non-traffic sensitive
costs were driven up."”

Page 16, line 335, after the Qthere is two

poi nts, there should only be one.

Q Okay.
A.  And this is not in nmy version. It may be
corrected in the version that's fil ed. In line 352

| want to be clear, the Staff is not proposing the
precedi ng default proxy should be adopted by the
conpany. | hope that may be --

Q And that would be the change that we made
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when we called it the Amended Verified Statement of
Dr. Genio Staranczak. We made that, | believe it
was, three or four days after the Novenber 23 filing
dat e?

A. Yes.

Q Okay. If I were to ask you these sane
guestions today with the edits that you just made to
| CC Staff Exhibit 1.0, would your answers be the
same?

A. Yes, they woul d.

MR. LANNON: Your Honor, | now submt Staff
Exhibit 1.0 for adm ttance into the record and
tender the witness, Dr. Staranczak, for cross
exam nation.

JUDGE YODER: Any objection to Staff Exhibit
1.0 with the interlineations he has testified to
being admtted into evidence, M. Murphy?

MR. MURPHY: No, Your Honor.

JUDGE YODER: M. Fodor?

MR. FODOR: No obj ection.

JUDGE YODER: Mr. Schenkenberg?

MR. SCHENKENBERG: No.
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MR. LANNON: Perhaps | should note that we did
file this on e-Docket beforehand.

JUDGE YODER: Now, let me clarify. s it the
verified statement that was filed Novenber 23 or you
I ndi cated there was an amended verified statement?

MR. LANNON: The amended verified statement was
filed on November 26 or 27, | believe, offhand.

JUDGE YODER: And that's the one you are --

MR. LANNON: That's correct. That's the one |
am noving into the record, Your Honor.

JUDGE YODER: All right. The anmended verified
statement marked as Staff Exhibit Number 1.0 will be
admtted into evidence in this docket.

MR. LANNON: Thank you, Your Honor.

(Wher eupon St aff
Exhibit 1.0 was
admtted into
evi dence.)

JUDGE YODER: Tender Dr. Staranczak?

MR. LANNON: Yes, | do, Your Honor.

JUDGE YODER: M. Murphy?

CROSS EXAM NATI ON
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BY MR. MURPHY:

Q Doctor, | would like you first to refer to
t he suppl emental verified statement of Jason
Hendricks, if you have that available to you?

A. MW attorney may.

MR. LANNON: Yeah, just a m nute.

JUDGE YODER: | am sorry, which one?

MR. MURPHY: The suppl enmental which would be
Exhi bit 2, Petitioners Exhibit 2.

A Yes, | have it.

Q And please turn to page 36?

A. Yes.

Q Have you reviewed the question that begins
on line 791 and the answer that follows to |ine 8287

A.  Yes, | have.

Q Do you understand M. Hendricks' point that
four of the companies are net recipients fromthe
NECA pool ?

A. | understand his point.

Q Do you agree that that is the case, that
they are net recipients fromthe NECA pool ?

A. Yes, they are.
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Q Does that inmpact your position that the
appropriate proxy would be the NECA rate without the
pool ?

A. No, my position remains unchanged, the NECA
rate wi thout the settled revenues attached.

Q So would the net result of your position be
that three of the compani es woul d get a rate equal
to what they realize for interstate access and four
of the compani es woul d not ?

A My position is that the reciprocal conp
rates should equal the interstate access rate. I
don't think I nmentioned anything about settl ed
amount s.

Q But am | right then that based on your
proposal three of the conpanies would realize for
the term nation of local traffic under these
agreements the same anount they realized fromtheir

interstate access and four of the compani es woul d

not ?

A. Yes.

Q And it is your position that's a reasonable
out come?
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A Yes. The NECA conpanies -- well, the
average cost conpanies agreed to use NECA rates as
their proxy and that's my position. Those are the
rates that | propose for reciprocal conmpensati on.
The fact that they actually sell more, sell for nore
revenue than what they charged, to me suggests that
perhaps their costs are higher than the average or
that could be due to inefficiency and it could be
due to the fact that their topography is
unf avorable, | don't know.

Q Now, | am actually going to go back to your
own testinmony. And | would ask you to turn to page
6

A. Yes.

Q In the SBC, the 02-0864 case you discuss,
how many intervenors were there?

A. There was Staff, there was a collection of
I ntervenors that | would collectively call the CLECs
and there was SBC. Basically, that was it for the
nodel .

Q And the CLECs, | assune that's CLEC? You

are pronouncing it CLEC?
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A Ri ght .

Q And did they intervene as a single entity?

A. | believe for the model one they intervened
as one entity. There m ght have been CLECs t hat
filed testimony not related to the nodel. I just
can't recall.

Q And | guess what | am wondering is can you
estimate -- well, let's back up a little bit. Your
concern about HAlI as you have stated it here is that
it is not sufficiently vetted or studied?

A. Yes.

Q What would it take for the HAI to be
sufficiently vetted or studied for a small conpany?

A Well, for a small company | think you woul d
have to go through a number of state hearings. And
during the state hearings there would have to be
adjustnments in the nmodel. Per haps after the third
or fourth state hearing where they made the third or
fourth series of assumptions, then |I would have
confidence in the nodel.

Just to put it in perspective, the nodel

SBC filed in the UNE case had been vetted in a
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number of state proceedings. And even after it had
been vetted in a nunber of state proceedings, Staff
went through it and found additional errors that had
substantial inpacts on the rates. So this was a
nodel that SBC had spent considerable time and nmoney
to put together. It had been before previous state
comm ssions. They had found errors. SBC had
corrected those errors. When they had cone to us,
we found additional errors and the errors were
substantial in terms of their inpacts on the rates.

Q And do you know how many states my client
McDonough serves in for the tel ephone cooperative?

A. My understanding is McDonough serves in
[11Tinois.

Q Is there some way that MDonough can take
this model or any model and have it vetted by two or
three states?

A. No .

Q Is it a reasonabl e expectation that in
order to get a forward-1|ooking cost McDonough shoul d
have to do that?

A. No.
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Q Do you have any opinion as to the relative
expense of MDonough getting any rate vetted to that
extent?

A It would be not worth it from a cost
benefit point of view for McDonough to undertake
that type of study.

Q And in your opinion is that a reasonable
outcome with regard to whether McDonough can ever
collect its forward-I1ooking rates?

A. I think it would be excessively costly for
the Comm ssion to require McDonough to estimate its
forward-1 ooking rate, for MDonough and for the
Conm ssion and for Comm ssion Staff and for the
I ntervenors.

Q And would your answer differ with regard to
any of the Petitioners in this case than it does to
McDonough?

A. No.

MR. MURPHY: That's all the questions | have at
this point.

JUDGE YODER: Mr. Fodor, anything for Dr.

St aranczak?
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MR. FODOR: | love crossing this guy, but Joe
hit everything. No questions, Your Honor.

JUDGE YODER: Mr. Schenkenberg?

MR. SCHENKENBERG: Thank you.

CROSS EXAM NATI ON

BY MR. SCHENKENBERG:

Q Doctor, it is nice to meet you.

A. It is nice to meet you.

Q M. Koch has given testinmony that he
recommends that the forward-Iooking per Iine
switching investnment, if you were going to use the
HAlI nodel, ought to be set at the default of $400
and change. M. Hendricks and I, he said 411 and |
said 412. | don't remember exactly what the nunmber
was. But there was a default input $416.11, ny
witness is telling me. You are famliar with
M. Koch's testimny on that point?

A On this specific point, no.

Q You are aware that he has recommended t he
default input be used in the HAlI nodel if the HAI
nodel is relied upon?

MR. LANNON: Your Honor, | am going to
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interject an objection here. It goes beyond the
scope of this witness's direct testimony.

MR. SCHENKENBERG: This witness is recommending
swi tching rates. He is recommendi ng transport
rates, and | would Iike to cross exam him on how
those recommendati ons conmport with the other Staff
wi tness's recommendati ons about what per line
switching investments would be.

JUDGE YODER: | am going to sustain the
obj ecti on. It is beyond the scope and M. Koch is
com ng up.

BY MR. SCHENKENBERG:

Q Let me ask a difficult question. Do you
have an opinion as to what a forward-| ooking per
line switching investment assunption would be for
t hese conpani es?

A. No, | haven't exam ned that in this
proceedi ng.

Q Okay. That's something you have left for
M. Koch?

A.  That's right.

Q Do you know what the per line switching
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I nvest ment assunptions would be if the Conm ssion
were to use interstate access rates?

A. No, | don't. | assume the FCC | ooked at
that and made its judgnment, and so | amrelying on
the FCC judgnent.

Q Would it concern you if relying on
i nterstate access rates resulted in forward -- |I'm
sorry, resulted in per line switch investment
assunmptions that were higher than Mr. Koch deemed
reasonabl e?

A No, it would not concern me because | don't
have faith in the HAlI nmodel. So if I have no faith
in the model, it would not particularly concern ne.

Q But do you have faith in M. Koch's
testinony that 416 a line is a good nunber?

A I f he uses the HAI nmodel and if the
Comm ssion feels that's the best nodel to use or
rates in this proceeding should be set by the HAI

nodel, then | endorse all of M. Koch's assumptions.

But | am stepping back fromthat, and you are
asking, well, if this particular investment for |ine
appropriate, I would say the FCC interstate nunbers
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are nore appropriate, and that's been consistently
my testinmony.

Q Could you |l ook at JPH-17 that has been
attached to M. Hendricks' reply testinony? Do you
have that ?

MR. LANNON: | don't.

A. Yes, | have it in front of ne.

Q Agai n, have you had an opportunity to | ook
at this document that was filed on Friday?

A. | did | ook at these nunbers, yes.

Q In recomendi ng the use of interstate
access rates would your understandi ng be that
interstate access rates are set based on actual
switch i nvestments?

A. Yes.

Q So that the nunber here under actual for
Grafton of $819,925 would be the nunber that woul d
be built into the access rate?

A. The existing FCC access rate, yes.

Q Now, if you | ook over to HAI defaults there
is a number of 286,000. This is the amount, is it

not, that M. Koch believes is the appropriate
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forward-1 ooking switch investment to use in a model
t hat determ nes forward-|ooking costs?

A. If you want to use a flawed nodel, 1| think
M. Koch made it quite clear. If you want to use a
fl awed model that produces unreliable results, yes,
you woul d use this nunber.

Q | am just trying to make sure | understand.
Your recomendati on would result in an assumption of
switch investments that are more than twice --

A. An assunption, that's the actual nunber, as
| understand it. It is not an assunpti on.

Q An assunption of forward-1|ooking switch
i nvestments of nore than twi ce the nunber of what
M. Koch is recommendi ng as a reasonabl e number to
use?

A Yes, but you keep on saying M. Koch is
recommending that. He is reconmending that if the
Comm ssion deems this nodel appropriate for setting
rates on a forward-|ooking basis. | think M. Koch
and | have both said this model is inappropriate.

So you are asking nme if you are going to use this

I nappropri ate model that no one has any confidence
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in, would this be the nunmber you would choose. Yes.

Q But wouldn't every model use a per I|ine
switch investnment ?

A. Yes. And the question is, is that a good
number or i s that an inappropriate number. And
based on ny experience, | don't believe these
numbers are appropriate.

Q Whi ch nunbers?

A.  The HAlI nunbers, the default or the ones
t hat have been estimated by the other parties.

Q Okay, thank you. Just to make sure | am
clear, you are not presenting testinony on behalf of
Staff as to what the right nunmber is if we are going
to use the HAlI nodel ?

A. No. |f you are going to use the HAI nodel,
then | endorse all of M. Koch's assunmptions. |
think his are the nmost reasonabl e conprom se between
the parties. If you are going it use the HAI model,
| fully endorse his worKk.

MR. SCHENKENBERG: Not hi ng further, thank you.

JUDGE YODER: Anything, M. Lannon?

MR. LANNON: No, | don't have any redirect.
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JUDGE YODER: Anything based on what
M. Schenkenberg asked?

MR. MURPHY: Not for me.

MR. FODOR: None from ne.

JUDGE YODER: Okay, you may step down, Dr.
Staranczak. Thank you.

(W tness excused.)
MR. FODOR: | amso sorry we didn't entertain

you | onger.

MR. LANNON: | am going to hand out a second
revi sed schedule for M. Koch. Your Honor, | just
passed this out. It is a schedule to M. Koch's

testinony that was recently revised.

JUDGE YODER: Okay. We had then original, then
the revised, now the re-revised.

MR. LANNON: Correct.

JUDGE YODER: Okay, second revised.

MR. KOCH: And unfortunately I do not have ny
original .

MR. LANNON: Maybe | handed out too many.

JUDGE YODER: Raise your right hand, M. Koch.

(Wher eupon the W tness
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was duly sworn by Judge

Yoder .)

JUDGE YODER: Pl ease proceed.

called as a Wtness on behal f of

I11inois Commerce Conmm ssion,

sSwWor n,

ROBERT F. KOCH

Staff of the

havi ng been first duly

was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY MR. BOROVI K:

Q

Your

Honor -- or, M. Koch,

pl ease state your name for the recor

woul d you

d, spelling your

| ast nanme.

A It is Robert F. Koch, K-O C-H.

Q And by whom are you enpl oyed?

A. The Illinois Commerce Conmm ssion.

Q And, M. Koch, what is your position with
the Illinois Commerce Conm ssion?
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A | am a Rates Analyst with the
Tel ecommuni cati ons Division of the Illinois Conmerce
Comm ssi on.

Q And, M. Koch, you have before you a
document consisting of a cover page and 28 pages of
question and answers, is that correct?

A. That is correct.

Q This document is | abeled as Staff Exhibit
2.0, is that correct?

A. Yes, it is.

Q Were these documents prepared by you or
under your direction?

A. Yes, they were.

Q And are there any changes you would like to
make to this docunment?

A. I do have a few m nor corrections. The
first one is on page 17, line 381, and | guess the
sentence starts on line 380. "In the follow ng
di scussion | will nunber the Petitioners' proposed
changes as Input 1 through 12, the three additional
proposal s by Verizon"... | want to elimnate the

word "three" so that it reads "the additional
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Then on page 18, |ine 382 -

JUDGE YODER: If you could stop just for a

second, because yours | ooks the same as m ne.

That's why | amtrying to figure out

ifo--

MR. FODOR: M. Koch is probably working off
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a

Word version whereas the rest of us are working off

of PDF.

MR. KOCH: So the |line nunbers

are not --

JUDGE YODER: No, the line numbers are matching

up but the page nunbers aren't.

MR. FODOR: Actually, the lines are slightly

of f as well .

JUDGE YODER: Yeah, | guess m ne, 381 was i

the followi ng discussion.

MR. LANNON:  Your Honor, could we go off the

record?
JUDGE YODER: Yeah, | am sorry.
(Wher eupon there was
t hen had an
of f-the-record

di scussi on.)

Sul l'i van Reporting Conpany

Two North LaSalle Street Chi cago,
(312) 782-4705

[11inois 60602

n



10

11

12

13

14

15

16

17

18

19

20

21

22

221

JUDGE YODER: We can go back on the record.
MR. KOCH: My apol ogi es. Il will work off of

M. Murphy's copy which was printed from e-Docket on

PDF.

The first correction is page 18, |line 382,
the word "three" is deleted, so that the |line reads,
changes as -- "input changes 1 through 12, the

addi ti onal proposals by Verizon."

Then still on page 18, on line 383, the
number 15 as numbered should be 14.

And al so on page 18, line 384, should read
"changes 15 through 17." So 16 through 18 shoul d be
del eted and 15 through 17 should be replacing it. I
believe that covers the entire set of corrections as
t hey st and.

BY MR. BOROVI K:

Q M. Koch, if you were asked -- if |I were to
ask you these same questions as revised today, would
your answers be the same?

A Yes, they woul d.

MR. BOROVIK: Staff now submts Staff Exhibit

2.0 for admttance into the record.
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JUDGE YODER: Any objection to the -- let nme
ask, | had two typos, not of any substance. On line
453, the word Petitioners, strike the first P or one
of the two Ps?

MR. KOCH: | would be more than willing to do
t hat. I thank you for the catch.

JUDGE YODER: And down under Section 11 should
it read, "My response to the proposal is put forth"

i nstead of "put forth"?

MR. KOCH: We could do that. Change the "B" to
a "pP". | will accept that change.

JUDGE YODER: Any objection to -- you are going
to do the second revised next?

MR. BOROVI K:  Yes, Your Honor.

JUDGE YODER: Any objection to Exhibit 2.0, the
testimony of Robert Koch as verbally amended, into
the record? M. Murphy?

MR. MURPHY: No objection.

JUDGE YODER: M. Fodor?

MR. FODOR: No obj ecti on.

MR. SCHENKENBERG: May | just ask, are there

any changes on the revised schedule that track back
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to the written testimony so that the nunbers need to
be changed in the testimony?

MR. KOCH: | don't believe that they do, sir,
but just real quickly |I believe I just refer
generally to the statements.

MR. SCHENKENBERG: And | have no objection.
just wanted to make sure if there was a cross
reference back, we caught it.

JUDGE YODER: Subject to cross referencing,
that and the soon-to-be-admtted other schedul e,
Staff Exhibit 2.0 will be admtted into evidence in
this docket.

(Wher eupon St aff
Exhi bit 2.0 was
admtted into
evi dence.)

JUDGE YODER: Anything else to present,
M . Borovik?

BY MR BOROVI K: Yes.

Q M. Koch, are there any schedul es attached
to this?

A. Yes. | al so have Schedule 1 to Staff
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Exhibit 2.0 which at this point is in its second
revised version and that is a one-page document that
i ncludes HAI results for the seven conpani es that
are here.

Q These documents were prepared by you or
under your direction?

A. Yes, they were.

MR. BOROVIK: Staff now submts Second Revi sed
Schedule 1 to Staff Exhibit 2.0 for adm ttance into
the record.

JUDGE YODER: | will get one marked here. Of f
the record for a second.

(Wher eupon St af f
Exhibit 2.0 Schedule 1
was mar ked for purposes
of identification as of
this date.)

JUDGE YODER: Okay. | am not sure where you
|l eft off. | think you noved for adm ssion.

MR. BOROVI K:  Yes, Your Honor, we would like to
tender the witness, M. Koch, for cross exam nation.

JUDGE YODER: Any objection to the Revised
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Schedule 1? Oh, | am |l ooking at the wrong one,
Second Revi sed.
MR. FODOR: No objection to the second revised.
JUDGE YODER: Mr. Schenkenberg?
MR. SCHENKENBERG: No obj ecti on.
JUDGE YODER: The Second Revised Exhibit 1 to
Staff Exhibit 2.0 will be admtted into evidence.
(Wher eupon St aff
Exhi bit 2.0 Second
Revi sed Schedule 1 was
admtted into
evi dence.)
JUDGE YODER: Mr. Murphy, would you like to
proceed, please?
CROSS EXAM NATI ON
BY MR. MURPHY:

Q M. Koch, please turn to page 14 of your

testinony, at |east what | have is 14. And | am
referring to the testinony that starts at |line 299
with the words "I am generally"” and continues

through line 306 ending with the words "costs in the

Petitioners' reciprocal conmpensation rate proposal,”
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famliar with that statement.

Were you in the room earlier when |I was
talking to M. Wod about the nunmber of default
el ements, default rates in the HAI Version 5.0A?

A. Yes.
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Q And to your understandi ng approxi mately how

many def ault values or what magnitude of default

val ues are there that can be changed?

A. | believe that -- | think he listed roughly

300 some, | believe if | understood himcorrectly,
that could be user adjusted if you don't count the
-- and | am struggling with the word. There are
various, a multitude of other changes that can be
made in that pre-process but there are roughly 300
some that can be changed then.

Q And if you count the ones in the
pre-process or however you termthat, are there
hundreds, are there thousands, are there mllions,
what are there?

A. | don't believe he quoted a number and I

couldn't tell you.
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Q Okay. Have you ever run the HAlI for a Tier

1 company?
A | have experimented with, not in a
testi nony proceedi ng, but yes, | have. I have ran

it for SBC and Verizon as, if you would, sanity
checks for my own edification.

Q You make a statement in your testimony here
that says in the absence of evidence that suggests
that a particular input is inappropriate, the
default value of the nodel should generally be
accept ed. Do you see that?

A.  Yes, | do.

Q That's your testimony?

A. Yes, it is.

Q Are you aware of any input value that has
been identified in this proceeding but has not been
di scussed, even if we haven't reached a resolution?

A.  An input value that has been --

Q Has anybody identified an input value that
has not been discussed in the testinony?

MR. LANNON: | ama little unclear about the

gquestion.
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MR. MURPHY: Let me try to rephrase it.

JUDGE YODER: Yeah.

MR. LANNON: How would it be identified?

MR. MURPHY: Well, in your testinony --

JUDGE YODER: Are you referring to inputs that
af fect reciprocal conmp rates or --

BY MR. MURPHY: Well, let me see if | can get
at this alittle bit differently.

Q You ultimately nunbered the inputs for
di scussion as 1 through 17?

A. Correct.

Q Ot her than those 17 i nput changes, are you
aware of anybody having identified something, an
I nput, that ought to be changed but hasn't?

A Yes.

Q \What are those?

A, And | would be referring to M. Wbod's
testi nony where m nutes of use, he had concern with
t hem but wasn't certain how to make modifications or
didn't have information available to make
modi fi cations. In fact, | do address that in ny

testimony.
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Q And other than that, are there any ot her
i nput changes that have been raised but not
di scussed?

A. | amtrying to think. | can't recall

MR. MURPHY: Okay. | don't think |I have any
further questions.

JUDGE YODER: Mr. Fodor, do you have anyt hing
for M. Koch?

MR. FODOR: No questions.

JUDGE YODER: M. Schenkenberg?

MR. SCHENKENBERG: The witness |ooks |ike he
wanted to say something. Are you?

MR. KOCH: ©Oh, | was just going to |l et him know
| have been to Metamora.

CROSS EXAM NATI ON

BY MR. SCHENKENBERG:

Q "1l take it up. M. Koch, have you been
to Metamora, I|llinois?

A. This is correct.

Q M. Koch, | just have a coupl e of
questions. And, first, let's start with where you

ended which is the m nutes of use issue. Did you
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| ook at the m nutes of use question? You didn't
deal with that in your testinony, but do you believe
the m nutes of use ought to be updated if this were
going to be run?

A. Well, if I could, if there were -- if it
were presented by a party that there were
appropriate, more up-to-date m nutes of use
avai l able, | would say yes, that they should be
changed in the nodel.

Q Okay. Would you expect a significantly
hi gher nunber of m nutes of use to reduce per m nute
cost for transport?

A. If it were found that a higher m nutes of
use were used?

Q. Yes.

A | would believe so, yes.

Q You were in the room earlier when M. Wbod
was providing some testimony about how the model
deals with LaHarpe?

A. Yes, | was.

Q Is that correct? And | think he testified

t hat he would consider LaHarpe an outlier because of
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the way in which the model builds facilities for the
area of a conpany that has a single post and a
single remote. Do you understand -- do you agree
with M. Wod about what the model is doing as it
builds facilities, transport facilities for LaHarpe?

A. As | was busy taking notes, | would have to
say it sounded reasonable as | was writing it.

W t hout any other -- | guess, | haven't reflected
upon it long enough to say whether it is reasonable
or not. | would feel unconfortable at this point.

Q Okay. I f the nodel were building an OC3 to
connect a LaHarpe host and a LaHarpe remote to serve
100 customers, would that be nore facility than is
necessary for that purpose in your opinion?

A Well, | would like to first indicate that I
am not an engi neer but that --

MR. LANNON: Your Honor, | think I amgoing to
interject the same objection | did before, that this
goes beyond the scope of this witness's testimony.

JUDGE YODER: Well, I think if he can answer
it, I will let himanswer. If he can't answer it,

then he can't answer.
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MR. KOCH: Well, as | was saying, | am not an
engi neer . However, building an OC3 which |I am
assumng -- well, actually to be honest the best way

to answer it is although |I understand that there may
be a smaller size cabling, a DS1 or DS3, that may be
more suitable, | am not certain if engineering
gui del i nes or what have you m ght require an OC3
versus a DS1 or a DS3 to at this point testify that

the OC3 is in fact excessive.

BY MR. SCHENKENBERG:

Q If it is a function of the nodel not
wor ki ng right and the nmodel building facilities that
are greater than should be built if the nodel were
working right in this scenario, would it be
reasonable to consider LaHarpe as an outlier?

A. | would certainly say that | would give any
such argument serious consideration, yes.

MR. SCHENKENBERG: | have no further questions.

JUDGE YODER: Mr. Lannon, any other questions?
Or I am sorry, M. Borovik, you are handling M.

Koch.
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MR. BOROVI K:  Thank you. No, Your Honor.

JUDGE YODER: Anything based on M.
Schenkenberg' s?

MR. FODOR: It did raise one that | thought I
m ght ask about if | may consult with my expert for
just a moment.

(Pause.)

MR. FODOR: Sorry. | tried but they won't |et
me do it.

JUDGE YODER: M. Murphy?

MR. MURPHY: No, Your Honor.

JUDGE YODER: Mr. Koch, you may go wherever you
want, | suppose.

(W tness excused.)
Anyt hing el se on behalf of Staff?

MR. LANNON: Staff has nothing el se, Your
Honor .

JUDGE YODER: | think we are done with the
testinony for today? All right.

Okay. Let's go off the record for a

m nut e.

(Wher eupon there was
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t hen had an
of f-the-record
di scussi on.)

JUDGE YODER: All right. | am going to have
the record marked heard and taken. The parties wl
file their post-hearing briefs on or before, we wll
move that back from an earlier date, we will nove
that to December 20. The parties submt proposed
orders to December 23, a date of Decenber 23. And |
shoul d make clear the parties only need to summari ze
their own positions on an issue. They need not
worry about each of the other parties'.

| will endeavor to have a proposed order
out to the parties on December 30. That should be
Friday and | will be here working that day. Briefs
on exceptions will then be due January 6, 'O06.
Reply briefs on exceptions due January 13.
Let me go off the record.
(Wher eupon there was
t hen had an
of f-the-record

di scussi on.)
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JUDGE YODER: All right. W can go back.

Reply briefs on exception January 13 of '06 and then

t he Conmm ssion deadline -- well, we will worry about
that -- | think it is either January 29 or February
2.

Al'l right. Anything else before we end
today's festivities?
MR. LANNON: Not hing from Staff, Your Honor.

HEARD AND TAKEN
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